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Outlook for Transit Insurance 


RANSIT INSURANCE HAS HAD a By JOHN D. HEALEY 


long and involved history. As 
a result it is many times mis- 
quoted and often not understood ported today by one means or an- 
but it has never been oversold. As other. Reports from the Commerce 
great as its heritage has been from Department indicate that 1954 pro- 
Ocean Marine, Fire and Casualty, duction was second best only to 
it has developed primarily from the _ the record year of 1953. Our coun- 
demand of the insuring public for try is now enjoying a period of 
coverage to meet their individual pyosperity during which the aver- 
insurance requirements. Over the age individual is able to and is 
vears, nevertheless it has grown purchasing consumer goods at a 
in size to its present status of the rate heretofore undreamed of. The 
first line in prominence in the In- Bureau of Labor Statistics’ nation- 
land field. wide survey indicates that 1955 
To gauge the potentials for de- will be another record year in the 
velopment of this line the producer _ building industry. 
has only to look at the tremendous The distance from the produc- 
amounts of values being trans- tion or manufacturing point to 
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ultimate consumer is often great 
and the values involved are con- 
siderable. Many shippers mistaken- 
ly rely on the carriers of the mer- 
chandise to provide protection 
while the goods are in their hands 
during transit. Should the carrier 
be unable to meet his financial ob- 
ligations for damage to the prop- 
erty, the fallacy of relying solely 
on the carrier for protection is all 


too apparent. 
LIMITED REQUIREMENTS 


The laws of some states and the 
regulations by the Interstate Com- 
merce Commission attempt to pro- 
vide a measure of protection for 
the shipper. The amount of insur- 
ance required for these agencies is 
limited and many times not suffi 
cient to cover the damage sustained 
to the property by the shipper. 

Unfortunately for the shipper- 
and this is a point often overlooked 

carriers are not responsible for 
any loss directly resulting from an 
Act of God unless gross negligence 
can be shown. This is spelled out 
by the bill of lading or 
issued by the hauler of merchan- 
dise to the shipper. The recent 
hurricanes, Carol, Edna and Hazel, 
provide striking examples of this. 
Those who lost goods in the Middle 
Western floods are not likely to for 


recei pt 


get this exclusion, nor 


important 
to rely upon the carrier alone for 


protection, 
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The shipper is also faced with 
the fact that although the carrier 
may be liable he may not be able 
to pay the full amount of loss. The 
insurance purchased by the car- 
rier is often limited to amount suf- 
ficient to comply with the require- 
ments of State or Federal regula- 
tory bodies and not in amounts 
necessary to cover actual value of 
the goods transported. 

Today, most railroads are solvent 
agencies and there is usually no 
question regarding the ability of 
the shipper to collect; however, 
until the shipper is paid in full 
for his claim his working capital 
is reduced by the amount of the 
loss. Drawn-out negotiations or in- 
volved litigation as to who is re- 
sponsible for the loss and who is 
to pay extends the period of time 
that the shipper is without that 
amount of working capital. Many 
or re- 


wholesalers, manufacturers 


tailers cannot financially sustain 
this time loss as their own obliga- 
tions must be met. If the merchan- 
dise has been carried by a trucking 
firm the shipper has no guarantee 
that the trucker is solvent and can 
pay the cost of the damage since 


many operate on a very small mar- 
gin of profit and consequently may 
not be at all times financially sol- 
After the 
velops that not only is the truck- 


vent, loss it often de- 
man not financially responsible but 


the insurance coverage he has is 
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only enough to meet his legal re- 
quirements and will not completely 
cover the loss. Few individuals 
shipping merchandise ever investi 
gate the financial background of 
the agency used to transport their 
goods or even inquire as to the 
limits and coverage details of any 
insurance. A dollar loss in this 
type situation, however, is just as 
serious as any other financial loss 
that could have been protected. 
Those is the wholesaling, retailing 
and manufacturing business who 
ship their products will also find 
it necessary to purchase transit in- 
surance or take the chance of find- 
ing themselves in one or more of 


the above situations. 
CONVINCING SHIPPER 


If the shipper is still not con- 
vinced as to the advisability of 


carrying his own coverage, the fol- 
lowing should be brought to his 
attention: the bill of lading may ex- 


clude losses that occur before it 
has been signed; after the goods 
being transported have arrived at 
their destination the bill of lading 
excludes coverage after a specified 
number of hours. In these in- 
stances, the carrier's liability is that 
of a warehouseman making him 
liable for negligence only and re- 
leasing him from the liability of a 
common carrier. 

The best reason for the shipper 


to carrv his own coverage is that 


9 
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many types of goods can now be 
shipped under the released bill of 
lading rather than the uniform bill. 
Under the released bill the carrier 
offers a reduced tariff in considera- 
tion of the shipper agreeing to limit 
his amount recoverable. The price 
of insurance protection for the 
shipper is often the savings gained 


John D. Healey 
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After 10 years of fire underwriting 
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year. 


superintendent this 
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CARGO THEFTS 





by the use of the released bill of 
lading as compared to the charges 


under a uniform bill. 

The most attractive features of 
insurance is that the indi- 
vidual has his 
usually tailor-made, to fit his own 
needs which will guarantee to him 
in the event of loss ready cash to 


transit 


own protection, 


meet his continuing expenses and 
keep his position solvent. 

The number of uninsured losses 
points up the potentials in the field 
of transit insurance; it also gives 
evidence that coverage is not being 
offered by producers. It has been 
variously estimated that anywhere 
between 50 percent and 75 percent 
of the merchandise in transit by 


Merchandise losses in transit have 
steadily increased in numbers and 
dollars. Losses of $20,000,000 in 
1945 rose to $90,000,000 in 1953. 
(Note: The above amounts are only 
approximate since no statistics on 
the actual number and amount of 
uninsured claims are available.) 


one mode or another is not insured 
by either the carrier or the shipper. 
Many forms and types of coverage 
are available in the general cate- 
gory of transit insurance. 
Transportation policies can be 
written on an annual, reporting 
form, or trip basis to cover the 
shipper’s interest; and tailored to 
the actual requirements in each 
case. The 
against and the modes of transit to 


perils to be insured 
be covered may be selected—rail, 
motor truck, coastwise steamer, ex- 
press agency, or air shipments. 
Coverage may be extended under 
these policies to provide protection 
for the property while in the care 


and custody of processors or if the 
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Sufhcient Insurance to Fully Cover All Shippers? 








Dallas, Texas, $288,500. Ignition of the decomposition products of scrap nitrate 
film was the reported cause of fire that destroyed the unsprinklered, 120 ft. by 
45 ft. one-story brick, wood-joisted building. At 6:20 p.m., some of the 40 
employees present noticed a hissing sound at one of the five old, rusted drums 
containing rolls of scrap nitrate film that had been standing on the loading 
platform during the afternoon (temperatures ranged from 101° F to 106° F). 
When the top of the drum blew off, flames leaped to the roof of the loading 
platform and spread so rapidly that employees were unable to use extinguishers. 
Twenty tractor trailers were enveloped before they could be moved to safety. 
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Written premiums compared with 
uninsured transit losses show 


estimated development potentials 


MOTOR TRUCKS 


| 














property is on consignment for sale 


or distribution up to 120 days 


after arrival at a consignee’s prem- 
ises or other place of storage. 
Motor Truck Transportation in- 
has equally 
tentials for development as ship- 
per’s interest transit. Since the war, 
the trucking industry has grown 
areas it has 


surance as good po- 


in size until in some 
second or third indus- 


smaller 


become the 
importance. The 
and merchants who haul 


try in 
truckmen 
their own merchandise and some 
of the larger haulers who do not 
come under the jurisdiction of the 
regulatory bodies seldom have the 
necessary Many truck- 
ers, because of the State or Federal 


protection. 
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TRANSPORTATION 

















MILLIONS OF DOLLARS 


regulatory laws which require them 
to carry insurance, realize the bene- 
fits, aside from the compliance with 
the law, of having their own cargo 
policy. 

Motor Truck Cargo insurance is 
usually offered under one of two 
bases: the Owner's Form, for those 
carrying their own goods on their 
Legal Liability 


hauling 


own vehicles; the 


Form, for the truckman 
goods of others. The Owner’s Form 
is most often written on a flat an- 
nual premium basis to cover the 
principal hazards to which the mer- 
chandise may be subject. Policies 
for public truckmen can either be 
written for a flat premium charge 
or on a gross receipts basis cover 
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ing the carrier’s legal liability up 
to the amounts as stated in the bills 
of lading for loss or damage caused 
by the perils insured against. 

The flexibility of cargo transit 
forms, which can be tailor-made, 
makes them easily adjustable to 
the carrier’s operation. Often large 
truckers need protection while the 
merchandise is on the trucks in 
terminals or unloaded temporarily 
or awaiting loading on the trucks. 
This terminal coverage is endorsed 
on the basic contract granting the 
location perils plus additional limits 
of liability and specifying the time 


TRANSIT 


INSURANCE 


limits. Some truckers engage in 


rigging operations in addition to 


their regular carrier duties. This 
phase of a trucker’s operation may 
usually be covered by endorsement 
granting the additional perils nec- 
essary to provide protection for this 
specialized operation. 

A small investment of 
analyzing shipper’s interest transit 
cargo 


motor 


time in 


policies, truckmen’s motor 


legal liability and owners 
cargo insurance and the local op- 
portunities for sales should pay big 
dividends in the increased premium 


income developed. 
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Safety Program Highlights 


With insurance agent leadership widely found in the forefront of 
civic life today, it is not surprising that the agent should seek more 
opportunities for service on the safety scene. Many such oppor- 
tunities can be found in the accident prevention program conducted 
by the stock casualty insurance industry through the Association of 


Casualty and Surety Companies. 


ACH YEAR, THE program of the 
Association’s accident preven- 
tion department is critically reap- 
praised in light of the needs of the 
time, and restructured accordingly 
around realistic types of safety ac- 
tivity best suited to serving the 
member companies, their engineer- 
ing-service departments, their pro- 
ducers, and the public at large. 
These activities are administered 
through two primary-interest Divi- 
sions—a Traffic Safety Division, re- 
sponsible for conducting a program 
in keeping with the demands of the 
automobile accident situation and 
for maintaining the industry’s na- 
tionally recognized position as a 
highway safety leader; and an 
Engineering and Research Division 
responsible for the occupational 
safety phases of the program and 
for other investigative and techni- 
cal work associated with the vari- 
ous general liability and public 
liability coverages. 
The Department operates through 





By THOMAS N. BOATE 
a thirteen-man staff, with field rep- 
resentatives located in Chicago and 
San Francisco, experienced in the 
enforcement, engineering, admin- 
istrative, public support and edu- 
cational phases of traffic safety; in 
statistics, psychology and research; 
in occupational disease control, in 
the engineering and _ chemical 
phases of industrial accident pre- 
vention, and in all related matters 
pertinent to public safety. 

Safety plans for 1955 
special-emphasis projects, as well 
as the continuation of standard, 
time-tested The 
important of these activities are 
briefly outlined in the following 
pages as items of both general in- 
formation and interest to readers of 
The Casualty and Surety Journal 
and as examples of the service op- 
portunities with which the safety 


field abounds. 


include 


activities. more 
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Organized Insurance Agent Activity 

Since 1948, insurance agent ac- 
tivity in traffic safety matters has 
been encouraged and assisted at 
the state association and local board 
levels through a joint program car- 
ried on in cooperation with the 
National Association of Insurance 
Agents. This “Safety Is Good Busi- 
ness” program, as it is known, has 
suggested ways and means for in- 
surance agent leadership to be 
brought to bear locally for the effec- 
tive community 
safety programs, and has stressed 


organization of 


basic accident prevention promo- 
tional activities in driver education, 
bicycle safety, pedestrian safety 
and traffic control, motor vehicle 
inspection, and improved driver 
licensing as essential safety service 
possibilities. 

Having produced some of the 
finest local traffic safety programs 
in operation today, plans are al- 
improve the 
utility and this 
service in 1955. The basic “Safety 
Is Good Business” booklet, an or- 
ganizational and activity reference 


ready underway to 
effectiveness of 


manual, is currently being revised 
to bring local-level problems and 


programs into even sharper focus. 
This manual will be supplemented, 
as in past years, through the regu- 
larly published Bulletin service for 
agents, designed to provide up- 
to-date information on significant 
highway safety developments. And 


PROGRAM 


HIGHLIGHTS 9 


outstanding program contributions 


will continue to be recognized 
through awards to state associa- 
tions and local boards, which are 
presented annually for the best 
application of the “Safety Is Good 


Business” idea. 
Slow Down and Live in 1955 


This summertime speed-control 
program, which combines the best 
methods of traffic accident preven- 
tion at the official level with the 
active backing of business and in- 
dustry, civic and service groups, 
safety organizations and individual 
members of the public, was suc- 
cessfully tested in its second year 
of operation when the first whole- 
sale reduction in total traffic casual- 
1945 was achieved. An 
experiment in cooperation as well 


ties since 


as in the application of firm en- 
concen- 
trated public education, the pro- 


forcement coupled with 
gram was first launched in 1953 by 
the Safety. Coordinators of 11 
Northeastern states. It was extended 
to 24 states in 1954, resulting in a 
saving, during the Memorial Day 
to Labor Day period of that year, 
of 600 lives. At the request of the 
Governors’ Conference, the program 
during 
the forthcoming summer months, 
through the sponsorship of the 
National Conference of State Safety 
Coordinators and with the endorse- 
ment of the International Associa- 


will operate nationwide 





10 THE CASUALTY AND SURETY JOURNAL 


tion of Chiefs of Police, the Ameri- 
can Association of Motor Vehicle 
Administrators, the National Safety 
Council and other nationally rec- 
The pro- 
gram, since its inception, has been 
the Department 
with the specialized assistance of 
Public Relations 


ognized safety groups. 


administered by 


the Association’s 
Department. 
Civic groups and _ individuals 
have broad opportunities to partici- 
pate in this campaign. The Safety 
Coordinators of the several states 
will welcome every ounce of assist- 
ance offered; local officials 
help in organizing the support of 
businesses and other organizations; 
of promotional 


need 


and item 
material which private funds can 
provide will mean an increase in 
the frequency which the 
safety message reaches the nation’s 


every 


with 


70 million drivers. 


Inter-Group Cooperation 

While the “Slow 
Live” campaign is probably the 
most the special- 
emphasis projects planned for 1955, 


Down and 


significant of 


it is but one example of a type of 


leadership activity becoming of 


progressively greater interest to the 
industry and, hence, more promi- 
nent in the department's over-all 
traffic accident prevention program. 
This activity, combined with sig- 


nificant financial of the 
highway safety movement by the 


support 


May 


Association, is designed to create a 
greater unity of purpose among 
those groups primarily responsible 
for the national program. These 
are (1) the official governmental 
agencies executing the program at 
the national, state and local levels— 
the people who make, administer 
and enforce the traffic laws; (2) 
the several educational and pro- 
fessional dedicated 
solely to the various phases of the 
traffic safety service; and (3) the 
several accident prevention exten- 
sions of business and industry to 
which the movement looks for the 
larger measure of both its financial 
and moral support. This problem 
of leadership is unique with the 
traffic accident prevention phase of 
the safety business and is of vital 
irmportance in achieving the objec- 
tives of uniform traffic laws and 
ordinances . . . better driver licens- 
ing and motor vehicle administra- 
tion improved traffic law en- 
forcement by the police and the 
traffic . the more rigid 
control of speed . . . periodic mo- 
tor vehicle inspection . . . expanded 
programs of driver education in the 
schools and for adults . better 
roads and safer vehicles ... and 
broader programs of public educa- 
tion and public support. 

In keeping with these objectives, 
the Department will continue dur- 
ing 1955 to work closely with all 
officials and professional groups 


organizations 


courts . 
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such as the American Association 
of Motor Vehicle 
(the organization of driver 
vehicle licensing officials), the In- 
ternational Association of Chiefs of 
Police; the police training and po- 
re-organizational 


Administrators 
and 


lice department 
work carried on through North- 
western University’s Traffic Insti- 
ute; the American Bar Association's 
Traffic Court Pro- 
gram; the National Committee on 
Uniform Traffic and Or- 
dinances; and the Center for Safety 
Education at New York University. 

Traffic safety 
ordination and public support at 
the national level will be equally 
well supported through the depart- 
ment’s participation in the program 
of the National Safety Council and 
on the Technical Advisory Com- 
mittee to the President’s Action 
Committee for Traffic Safety, 
which latter org.nization was 
created following the 1954 White 
Highway 


Improvement 


Laws 


operations, co- 


House Conference on 
Safety to 
between 


serve as coordinating 
agency the official 
non-official safety groups and to 
mobilize the forces of business and 


and 


industry in support of the national 


program. 
Advances made during the past 


year toward a more unified pro- 


gram of traffic safety action be- 
tween the automobile manufactur- 
ing and casualty insurance indus- 
up by in- 


tries will be followed 


PROGRAM 


HIGHLIGHTS 1] 


creased cooperative activity in this 
area during 1955. Subjects to be 
studied during the year by a Joint 
Exploratory include: 
(1) the possible resolution of vari- 
ous highway safety issues on which 


Committee 


our two industries are not now in 
complete harmony; (2) the deter- 
mination of activity areas in which 


Thomas N. Boate 
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a joining of forces might properly 
be accomplished and the develop- 
ment of procedures for conducting 
joint-action programs; (3) the or- 
ganization of ways and means avail- 
able to business and industry for 
alleviating the budgetary problems 
of the official and professional traf- 
fic safety organizations; and (4) 
utilization of the personnel and 
material resources of both indus- 
tries for improving the public in- 
formation, education and support 
aspects of the traffic safety move- 
ment in general. 
Technical Services 

In contrast to the broader type 
of public service made _ possible 
through the department's active 
participation in the national high- 
way safety movement, are the host 
of activities regularly carried on by 
the Engineering Research 
Division, under the direction of its 
Engineering and Project Commit- 
tee, for the direct benefit of mem- 
ber company engineering depart- 
ments. Among the most significant 
of these are the close field contacts 
maintained by the staff, through 
the Association’s Law Department, 
with state legislatures, city offi- 
cials and other formulators of laws 
and regulations affecting elevators, 
liquefied petroleum gas, anhydrous 
ammonia, occupational disease 


and 


provisions under workmen's com- 
pensation, multiple residences and 


May 


other matters of legislative and 
operational importance to com- 
pany engineers. The following 
standard services are among those 
which will be continued in 1955: 

Chemical Hazards Information— 
With the completion of data re- 
ports on most of the hazardous 
chemicals and processes widely 
used in industry and on their basic 
control methods, this Series is well 
on its way to becoming the ency- 
clopedia of information for insur- 
ance engineers that it was intend- 
ed to become. Future emphasis, 
therefore, will be placed on 
the preparation of data reports on 
new chemicals, on little known 
chemicals, on chemicals which only 
recently have become industrially 
important. Examples are the data re- 
ports recently issued on hydrazine, a 
powerful fuel and chemical reagent 
of almost unlimited industrial pos- 
sibilities, and on germanium—a 
rare metal whose unusual electrical 
properties make the small transistor 
possible. Additional data reports 
will be issued as required to keep 
the series up-to-the-minute for its 
many users. 

Special Hazards Research—Pro- 
viding the very latest information 
on hazards associated with new or 
unusual products, devices, opera- 
tions, processes and materials, the 
special hazards information de- 
veloped under the Special Hazards 
Engineering Research Subcommit- 
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tee has always been outstanding in 
its utility and timeliness. Few sub- 
jects are too small or too unusual 
to be treated through this service 
if they are of interest to casualty 
insurance, as illustrated by certain 
of the subjects under investigation 
at the present time: nuclear power 
reactors, explosive rivets, explosive 
organic catalysts, flammability of 
synthetic fibers. Other subjects will 
be added for study as rapidly as 
problems are presented and eval- 
uated. 

Elevator Regulations Digests — 
This service will occupy a promi- 
nent place in the 1955 activity of 
the Engineering and _ Research 
Division, with emphasis on (1) 


comprehensive surveys to deter- 


mine the status of revised and 
added elevator regulations; (2) re- 
vision and expansion of the 327 
digests now included in the Divi- 
sion’s elevator synopsis series; (3) 
assistance to cities and states where 
new or amending legislation is pro- 
posed, to insure adoption of legis- 
lation comparable to the model law 
or ordinance; (4) follow-up, for 
corrective purposes, on city and 
state elevator situations where 
present regulations make it difficult 
for insurance inspectors to operate; 
and (5) continued promotion of 
the industry’s standard elevator 
and standard escalator data inspec- 
tion and reinspection forms toward 
their more universal adoption. 


SAFETY PROGRAM HIGHLIGHTS 13 


Services in Driver Education 

An activity area whose contribu- 
tion to the educational profession 
is comparable to the contribution 
which the department's technical 
services have made to the safety 
engineering profession, high school 
driver education has attracted the 
interest, support and active par- 
ticipation of the stock casualty in- 
surance industry over the past 
quarter of a century. The indus- 
try’s position of leadership in this 
movement is maintained today 
through an Association-sponsored 
activity program which emphasizes 
teacher training services, profes- 
sional conferences and an Annual 
High School Driver Education 
Award Program. The latter, now 
in its eighth year, combines a 
meticulous fact-finding survey with 
incentives and achievement awards 
to states in recognition of outstand- 
ing program organization, super- 
vision and administration, and is 
paralleled by nothing conducted by 
any other agency—educational, in- 
surance or otherwise—throughout 
the country. 

Of particular interest to insur- 
ance personnel active in the pro- 
motion of these activities should be 
the new opportunities for coopera- 
tion which can be expected to de- 
velop during 1955 as private and 
parochial schools, only partially 
active in the national program in 
the past, are encouraged and as- 
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sisted toward greater participa- 
tion; the continuing emphasis, in 
cooperation Center for 


Safety New York 


University, which will be placed on 


with the 
Education at 


planning, developing and conduct- 
ing driver education teacher prepa- 
field, with 
primary attention given to creat- 
ing better training opportunities in 
the rural states and for college in- 


ration courses in the 


structors; the 1955 Driver Educa- 
Breakfast 
sponsored by 


tion Conferences to be 
the department in 
connection with the National Safe- 
ty Congress in Chicago and the 
Southern States Safety Conference, 
professionally recognized as the 


outstanding annual meetings of 
educators and public officials con- 
cerned with traffic safety educa- 
tion; and new plans which are un- 
derway for a series of small, re- 
gional meetings with state super- 
intendents of education and their 
program coordinators to provide a 
forum for the discussion of prob- 
lems as a means of raising state 


program standards. 
Motor Vehicle Inspection 


As with the driver education 


movement, Association member 
companies and their representa- 
tives can properly lay claim to con- 
siderable credit for pioneering 
work done in the field of periodic 
motor vehicle inspection and, as a 


result of early promotional cam- 
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paigns, for the passage of the first 
state-wide inspection law in 1929. 
Such activities having been main- 
tained over the years, work is cur- 
rently underway on a revision of 
the Standard Vehicle 
Code approved by the American 
Standards Association and 
jointly with the American 
Association of Motor Vehicle Ad- 
ministrators, to be followed shortly 
Motor 
Vehicle Inspection Manual, also a 
joint undertaking with the Admin- 
istrators Association and the only 


Inspection 


spon- 


sored 


by a new edition of the 


administrative guide of its type 
available to the field. A constantly 
maintained Motor Vehicle Inspec- 
tion Bulletin; legislative and ad- 
ministrative both the 
state-owned and operated inspec- 


guides on 


tion system and the private sta- 
tion system; service through expert 
testimony before legislative groups 
considering the adoption of inspec- 
tion laws; and the availability of 
information on any phase of the 
program or possibilities for its pro- 
motion through civic, service and 
agents groups, comprise the re- 
mainder of the Association’s stand- 
ard periodic motor vehicle inspec- 
tion service. 
New Publications 

That the industry, other safety 
organizations, civic groups and the 


public itself are becoming progres- 


sively more interested in the avail- 
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ability of useful safety materials, is 
evidence by the close to 12,000,- 
000 pieces of such literature dis- 
tributed by the department last 
year on a production-cost basis, 
compared to the previous high of 
3,000,000. In keeping with this 
growing demand, a variety of new 
publications are being planned for 
1955—informative items treating 


technical subjects and hazard-con- 
trol methods, as well as others more 
adaptable for safety 
and educational purposes. 
Significant among these are a 
companion piece to the already 


promotional 


available “blueprint” for local 
action, “How to Attack the Traffic 
Accident Problem in Your Com- 
munity,” which will be devoted ex- 
clusively to small-city problems 
and the general pattern of traffic 
enforcement in these com- 
munities. . . . “Noise Measurement 
and Survey Techniques,” the first 
of two pamphlets based on exten- 
sive work conducted by the de- 
partment during the past five years 
as national interest in the problem 
of industrial noise and its legal 
ramifications has sharpened. . . . a 
publication for popular reading de- 
scribing the application of traffic 
expedite _ traffic 
movement reduce accidents. 

. in keeping with the depart- 
ment’s stepped-up activity in favor 
of stricter highway speed control 


measures and better public under- 


law 


engineering to 
and 
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standing of the seriousness of this 
situation today, an _ educational 
publication dealing with all aspects 
of the safety significance of the 
highway speed problem. . and 
Employee Rule Books for beauty 
parlors, packing plants and grain 
milling, in storage and materials 
handling operations, and on the 
subject of off-the-job-accident pre- 
vention. 


Miscellaneous Standard Services 


It would be impractical to at- 
tempt more than the briefest men- 
tion of the many additional basic 
service operations in which the de- 
partment will be involved during 
1955: of the extensive news serv- 
ice, for example, including the 
Safety Film News, Motor Vehicle 
Inspection, Traffic News and 
Views, Motor Vehicle, Engineer- 
ing, and Safety Is Good Business 
Bulletins, which have served for 
many years as an important means 
of communication with the insur- 
ance industry, educational institu- 
tions, state and local governmental 
agencies and professional safety 
groups; of the Administrative En- 
gineers Forum sponsored annually 
to provide a medium for the dis- 
cussion of problems and for the 
exchange of information and ideas 
among member company personnel 
responsible for administering their 
companies’ safety engineering serv- 


ice programs; of activities- which 
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have placed the Association in a 
leadership position in the field of 
and the safe 


em- 


rehabilitation 
ployment of disabled workers and 


other handicapped persons; or of 
the broad consultation services 
which are provided month in and 
month out, through correspond- 
ence, personal contact and field 
work where required, in traffic en- 
gineering, industrial hygiene, 
chemical-hazards control and other 


professional specialities. 
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Suffice to that such 
standard activities form the back- 
bone of the Accident Prevention 
Department’s program, and repre- 
sent the true spirit of the industry’s 
sense of public service in matters 
affecting the public’s safety. 

And after all, is the 
sole reason for the department’s 


mention 


service, 


existence—more service, better serv- 
ice, and service at the right time, 
in the right place for the right 
ends. 
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Nothing but wrong answers! It can stand in the corner the rest of the day! 





® The farmer is an important prospect for a 


Farmer's Comprehensive Personal Liability pol- 


icy—agents in and adjacent to farming areas 


have a wide market—there are Jess than 150,000 


farm risks carrying this essentiol 


insurance 


against a potential of nearly 5,400,000 farms 


although complete statistics are unavailable 


A Prospect Down On the Farm 


CCORDING TO THE LATEST sta- 
A tistics compiled by the United 
States Department of Agriculture, 
the farm land area in this country 
comprises approximately one bil- 
lion one hundred and fifty million 
acres—almost sixty-one percent of 
the total land area. Such acreage 
represents some five million three 
hundred eighty-two thousand farms 
with an approximate average of 
215 acres each. 

For an industry so gigantic, it 
should be no wonder why, in be- 
half of its member companies, the 
National Bureau of Casualty Under- 
writers has developed a_ special 
form of liability policy designed 
to afford broad liability protection 
for the farmer. Yet, some seven 
years after release of the Farmer’s 
Comprehensive Personal Liability 
policy, and notwithstanding exten- 
sive publicity given to it, there 
is good reason to believe that a 
vast segment of farmers through- 
out the country are uninsured or 


By E. J. HEY 


+ 


inadequately insured. This belief 
is based upon the fact that, while 
it is virtually impossible to collect 
complete statistics from all insur- 


ers, the latest records of the Na- 
Bureau and certain other 
rating organizations representing 
over 200 insurance companies, 
bear evidence that less than 150,- 
000 farm risks carry Farmer’s Com- 
prehensive Personal Liability in- 
surance. It seems clearly evident 
that against a potential of almost 
five million four hundred thousand 
farms herein referred to (and with 
due recognition of insurance placed 
through other sources), agents in 
and adjacent to farming communi- 
ties have a fairly wide market for 
production of this essential form 
of insurance. 

Just what does the 
Comprehensive Personal Liability 
policy have to offer? So much pub- 


tion 


Farmer's 
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it—and the 
itself—that 
Yet, a 
refresher outline of the principal 


licity has been given 


contract speaks for 


repetition seems needless. 
features of the policy is pertinent, 
and the following sets forth the 
basic insuring agreements, defini- 
tions and exclusions. 
Fundamentally, the policy is a 
counterpart of the Comprehensive 
Liability (Family 
Policy) designed to ad- 


Personal form 
Liability 
ditionally include farming opera- 
tions and hazards. With a single 
limit for legal liability and separate 
limits applicable to medical pay- 
ments and animal collision cover- 
age, the policy provides for pay- 
ments for: 
Legal Liability 
a) Legal obligations for dam 
ages because of bodily injury, 


sickness or disease, including 
death sustained by any person, 
or because of injury to or de- 
struction of property, including 
loss of use thereof. 
Medical Payments 
b) All medical, surgical, am- 
bulance, hospital, professional 
nursing and funeral sefvices to 
each who acci- 


or for person 


dentally sustains bodily injury, 
sickness or disease, while on in- 
sured’s premises with the per- 
mission of the insured or else- 
where if arising out of the 


premises, or ways adjoining, 


activities of the insured, or 


AND SURETY JOURNAL 


May 


caused by an animal owned by 
or in the care of the insured. 
Protection also applies to activi- 
ties caused by or injuries sus- 
tained by a farm or residence 
employee while engaged in em- 
ployment of insured. 
Animal Collision 

c) Loss by death of cattle, 
horses or hybrid thereof, hog, 
sheep or goat owned by insured, 


in consequence of collision be- 


tween such animals and motor 

vehicles not owned or operated 

by insured or employees, while 

within a public highway, except 

while transporting animals. 
Definitions 

For clarity in understanding 
the scope of insurance protec- 
tion, the following definitions 
are contained in the policy: 

a) In addition to the named 
insured, policy protects (1) his 
spouse, relatives of both and 
any person under 21 years of 
age in the insureds care, if all 
of these are residents of his 
household; (2) also any person 
or organization legally responsi- 
ble for animals and watercraft 
owned by an insured and (3) 
with respect to farm tractors 
and trailers and self propelled 
or motor or animal drawn farm 
implements, any employee of 
insured while in the course of 
employment. 

b) Premises includes all farm 
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or residence premises maintained 
by named insured or spouse, 
private approaches thereto and 
other premises and private ap- 
proaches used in connection 
with the farm or residence, but 
not business property; also fam- 
ily burial vaults or cemetery 
plots, premises in which insured 
temporarily resides (but not 
owned) and vacant land owned 
or rented to an insured (but 
not farm land rented to others) ; 
also land upon which a one or 
two family dwelling or farm 
structure is being constructed 
by an independent contractor. 

In its reference above, (1) 
the term “farm” includes all 
farm structures and residences 
thereon and (2) the term “busi- 
ness property” includes property 
on which a business is con- 
ducted, property rented in whole 
or in part to others or held for 
such rental by the insured (it 
does not include insured’s resi- 
dence if rented occasionally or, 
if a two family dwelling, it is 
usually occupied in part by in- 
sured or garages or stables where 
not more than three car spaces 
or stalls are so rented or held). 
The term “business” includes 
trade, profession or occupation 
other than farming and roadside 
stands maintained for sale of in- 
sured’s produce. 

c) The term “farm employee” 
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means an employee of insured 
performing duties incidental to 
the ownership, maintenance or 
use of farm premises, as well as 
the maintenance and use of auto- 
mobiles or teams. “Residence 
Employee” means an employee 
of insured (other than a farm 
employee) who performs duties 
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incidental to the ownership 
maintenance or use of premises 
(other than farm premises) as 
well as the maintenance or use 
of automobiles or teams, or who 
performs similar duties  else- 
where if not related to the in- 
sured’s business. 

d) Automobile, where used in 
the policy, means a land motor 
vehicle, trailer or semi _ trailer 
and does not include crawler or 
farm-type tractors, farm imple- 
ments and if not subject to 
motor vehicle registration any 
other equipment designed for 
use principally off public roads. 

e) The policy applies to any 
occurrences (except as to medi- 
cal payments which are subject 
to accidental causation) during 
the policy period. Except as spe- 
cifically confined, the policy 
otherwise provides world-wide 
protection. 


Exclusions 


The exclusions of the policy 
can be stated briefly, however, 
they must be considered in con- 
junction with the foregoing “defi- 
nitions.” The policy does not 
apply: 

a) To any business pursuits 
of insured other than activities 
ordinarily incident to non-busi- 
ness pursuits; to professional 
service or omission, or to any 
act or omission in connection 
with premises other than as de- 


fined, owned, rented or con- 
trolled by insured. 

b) To automobiles away from 
the premises or ways immedi- 
ately adjoining. However, this 
exclusion does not apply to in- 
sured’s legal liability for bodily 
injury or death or damage to 
property arising out of opera- 
tions by independent contractors 
incident to non-farming or non- 
business purposes of insured; 
nor does policy apply to farm 
tractors, trailers, implements, 
draft animals or vehicles for use 
therewith while under contract 
to others for a charge. 

c) To watercraft twenty-six 
feet or more in overall length 
or with more than ten horse 


power, owned by or rented to 
insured while away from the 


premises. 

d) To aircraft. 

e) To loading or unloading 
of (b), (c) or (d), however if 
a farm or residence employee is 
injured in the course of employ- 
ment, exclusions (b) and (c) 
do not apply, and (d) applies 
only if such employee is en- 
gaged in operation or mainte- 
nance of aircraft. 

f) To intentional injury or 
destruction performed by or at 
direction of insured. 

g) To farm employees in the 
course of employment unless 
declared in policy, or to any 
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FARM ACREAGE 
150,000,000 


61% 


O 


5,382,000 FARMS 


It seems clearly evident agents in farming communities have a wide market 





employee in the course of em 
ployment if amenable to a 
Workmen's Compensation law; 
residence employees also ex- 
cluded when insured has a 
Workmen’s Compensation policy 
in effect and under which they 
are protected. 

h) To the liability of others, 
assumed by the insured under 
any contract or agreement, ex- 
cept such liability as is assumed 
under a written contract relating 


EACH FARM AVERAGES 2/5 ACRES 


to the premises or a warranty 
of goods or products. 

i) To injury to or destruction 
of property used by, rented to 
or in the care, custody or con- 
trol of insured; to any goods 
or products manufactured, sold, 
handled or distributed by in- 
sured, or work completed by or 
for insured, out of which injury 
or destruction arises. 

j) To medical payments for 
any person in the insured’s em- 
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ploy if such person is eligible 
for Workmen’s 


law benefits, or to any person 


Compensation 


other than a residence or farm 
employee declared in policy, if 
such employee regularly resides 
on premises or is thereon be- 
cause of a business, or is acci- 
dentally injured because of such 
business or is engaged in work 
incidental to maintenance or 
use of the farm premises; or the 
named insured and other 
insured within the meaning of 


subdivision (1) of definition (a) 


any 


hereof. 


It should be remembered that the 
coverage as outlined represents the 
basic policy provisions and _ so- 
called required coverages. Addi- 
tional (optional) coverages can be 
added to the same extent as under 
a Comprehensive Personal Liabili- 
ty policy as well as for hazards 
pertaining to farming. For example; 
(1) Custom farming—this term 
applies to farm tractors, trailers, 
etc. while used under contract to 
others for a charge (2) Farm land 
rented to others without buildings 
or farm premises rented to others, 
including buildings (3) Legal lia- 
bility for fire and explosion, smoke 
and smudge damage with respect 
to premises or house furnishings 
used by, rented to or in care, cus- 
tody or control of insured. It should 
be observed that while animal col- 
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lision and employers’ liability cov- 
erage for farm employees has been 
insurance 


included in the basic 


commentary, such coverages are 


also optional. For a complete out- 


line of the optional coverages, ref- 
erence to the Farmer’s Comprehen- 


sive Personal Liability section of 
the Owners’, Landlords’ and Ten- 
ants’ Manual of Liability Insurance 
(National Bureau) is suggested. 

A brief outline of the experience 
which this form of insurance has 
produced may be helpful to dispel 
any thought that it is not essential 
protection for the farmer. Over a 
period of three years, 1949 through 
1951; insurance companies repre- 
sented by the National Bureau as 
well as Mutual Bureau members in 
three states have issued approxi- 
mately 205,000 policies. Against 
such insurance the incurred losses 
(based on policy limits) have ag- 
gregated $1,885,000 in connection 
with 9762 claims. 

The policy is essentially written 
at a fixed cost, and subject to audit 
only when farm employees or other 
non-fixed hazards are included in 
the coverage. The average farmer 
of today has a substantial invest- 
ment tied up in property, livestock 
and equipment. He should think 
no less of protecting his responsi- 
bility against personal and farming 
liability claims than against his per- 
machinery and 
livestock _ losses. 


sonal property, 


equipment and 





@ Occupational noise and its effect on the 
worker's hearing is a problem—with many legal 
and technical complications—because of its re- 
lationship to workmen’s compensation coverages 
and this 


perplexing aspects for the insurance industry 


author examines here some of its 


The Occupational Noise Problem 


D° YOU REMEMBER the chil- 
dren’s simple alliterative ques- 


By JOHN V. GRIMALDI 


tion, “How much noise annoys an 
oyster?” To the child, this was 
merely pixie-like humor. However, 
current developments have _ en- 
larged the nation’s interest in noise 
and in some cases have created 
problems of such significance that 
any humor which may have been 
associated with the subject soon 
seems out of place. 

The effects of noise on people 
has been a topic of interest since 
the pre-Christian era. Yet there are 
few problems still with us which 
are so beset by misunderstanding, 
incomplete information, “horse- 
back” opinions and economic dan- 
ger. It is likely that everyone has 
reached a definite opinion about 
his reaction to annoying noise con- 
ditions as, for example, the blast 
of an auto horn, the buzz of a mos- 
quito, the drip of a faucet or the 
anticipated thud of the second shoe 
when only the first has been 


dropped by the person upstairs. 
However, these noises cannot be 
considered harmful to the indi- 
vidual although they may disturb 
his equaniminity and interfere with 
his relaxation. It is the possibility 
of occupational loss of hearing due 
to noisy that cur- 
rently complicates the noise prob- 
lem to a degree that would annoy 
even the placid oyster. 

There is no doubt that some oc- 
cupational noises and to some ex- 


environments 


tent everyday noises, can cause 
temporary and perhaps permanent 
hearing loss. This has been shown 
clinically and experimentally in 
man and in animals. Occupational 
noise has recently become a prob- 
lem because of its relationship to 
workmen’s compensation coverages. 
The seriousness of the problem is 
complicated by many legal and 
technical factors. As more infor- 
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mation is obtained on the effects of 
noise on the hearing of workers 
and as more and more state legis- 
latures become concerned about 
occupational loss of hearing, the 
gravity of the problem can readily 
become increased. Some state 
workmen’s compensation laws pres- 
ently idemnification 
of the employee for loss of hearing 
which is occupational in origin. 
States which do not include pro- 
visions for occupational loss of 
hearing may find that employees 
will seek indemnification through 
the common Although the 
Accident Prevention Department 
of the Association is not concerned 
with the legalistic aspects of the 
problem, devoting itself to consid- 
eration of the causes and control of 
occupational hearing loss, an at- 
tempt to understand the facets of 
the situation involves coming in 
contact with the legal ramifications 
which are so greatly responsible 
for the problem as it currently 
exists. 


provide for 


law. 


Economic THREAT 


The economic threat of occupa- 
tional hearing loss arises out of 
interpretations by the courts of two 
states (Wisconsin and New York) 
which reversed an established in- 
tent of workmen’s compensation. 
Until now there was relative cer- 
tainty that indemnification would 
not be due an injured employee 


May 


suffering from an occupational dis- 
ease unless he is disabled. Ordi- 
narily this means, in occupational 
disease cases, that he is physically 
unable to work and therefore suf- 
fers a wage loss. A primary prin- 
ciple of workmen’s compensation 
was that indemnification was to be 
based on wage loss and the em- 
ployees were to bear a substantial 
portion of this loss arising out of 
their injury. The early workmen's 
compensation law draftsmen logi- 
cally decided that there must be a 
limit to indemnification awards, 
since in certain cases products 
would have to be priced so high 
(in order to support the premiums 
for an impractical system) that 
their market would be limited. If 
an exorbitant level for the payment 
of awards were to be established 
industry could also suffer from the 
immediate effect of paying claims, 
unless time was provided for accu- 
mulating adequate financial re- 
serves. 

Idealistically a workmen’s com- 
pensation system might be expected 
to measure wage loss as it occurs 
and pay the injured worker the 
amount provided by law, at regular 
periods. This is essentially the sys- 
tem that is followed in the case of 
temporary occupational disability 
benefits. In such cases, indemnifi- 
cation is paid the injured employee 
on the basis of a percentage of his 
wage established by the workmen’s 
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compensation law of the state con- 
cerned, within minimum and maxi- 
mum limits. 

In the case of permanent partial 
however, a different 
system is employed. If a man loses 
an arm or a leg due to his employ- 
ment his indemnification is not de- 
pendent upon his showing that he 


disabilities, 


has suffered wage loss. If the in- 
terest of facilitating the handling of 
workmen’s compensation claims 
and speeding up the procedure, 
most states have adopted schedules 
of fixed benefits which operate in 
case of loss or loss of use of mem- 
bers or parts of the body. Although 
the schedule award procedure was 
established for the sake of expedi- 
ency, it was essentially founded on 
a wage loss basis. The theory was 
that the varying degrees of loss or 
loss of use of members of parts of 
the body would reduce the injured 
workers’ opportunity for earning a 
livelihood. 

In spite of what might be con- 
sidered this established philosophy 
of workmen’s compensation, recent 
decisions in New York and Wiscon- 
sin have held that employees were 
awards for 


entitled to schedule 


occupational deafness even though 
they had lost no time from work 
and had not sustained any loss of 


earnings because of their condition. 
This of the New York 
court was arrived at in spite of the 
fact that the New York Occupa- 


decision 


THE OCCUPATIONAL 


NOISE PROBLEM 25 


tional Disease Law defines “dis- 
ability” as “the state of being dis- 
abled from earning full wages at 
the work at which the employee 
was last employed.” 

Even with this lay expression of 
the legal aspects underlying the 
problem, it will be recognized that 
the subject of noise in industry and 
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its effect upon workers, is a serious 


one. Noise is practically omni- 
present in industrial situations. As 
there is a multitude of 
potential claimants. But few, if 
they do lose their hearing because 


of exposure to job noises, will actu- 


a result 


ally lose wages because of their 


partial deafness. Very few, if any, 
may be expected to completely 
lose their hearing because of con- 
tinued exposure to noise and, dis- 
counting exceptional instances, 
there would be no reason for the 
employer ordinarily to discharge a 
totally deaf worker. 

Although the Accident Preven- 
tion Department of the Association 
is not concerned with actuarial con- 
siderations, it is recognized that 
the principle of the workmen’s 
compensation rating system is 
geared to the insurance rule of 
aggregating the resources of all 
who are subject to like or similar 
hazards so that the burden of the 
losses of a few may be shifted to 
the entire group. The basis for the 
existence of such an aggregate is 
that all who are exposed to the 
hazards and who will share in the 
benefits of the pool must contribute 
to its support in an amount propor- 
tional to their exposure to the losses 
incurred. It is therefore under- 
standable that industry would be 
faced with tremendous difficulties 
if it was required to pay for losses 
covering an exposure that has been 
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in existence for a number of years, 
during which all or most of the 
damage occurred and during which 
no contributions to the aggregate of 
resources were made by anybody. 

Inasmuch as there is a possi- 
bility at the moment that compen- 
sation may be paid merely for the 
physiological loss of hearing, with- 
out suffering any indicated occu- 
pational disability, a further compli- 
cation arises. Since the workmen’s 
compensation system is essentially 
based*upon the principle of wage 
loss and disability, violation of this 
concept might open the door to 
awards for purely physiological 
losses in the case of other industrial 
exposures. There are many working 
conditions which may produce 
changes in the body, of one kind 
or another, without necessarily re- 
ducing the earnings of the indi- 
vidual so affected. It should be evi- 
dent, therefore, from this loosely 
drawn picture of the situation that 
the problem at the moment is large, 
significant and involved. 

But the difficulties do not end 
here. The whole situation is con- 
fused even more because of the 
uncertainty of knowledge about 
the effects noise has upon hearing. 
There are such complicating fac- 
tors as the following: 

Aging, which appears to have 
an influence on hearing loss. The 
fact that older people experience 
a greater degree of deafness may 
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How well employees hear is now being watched by many companies as part 
of their health programs. Here an industrial nurse records an audio- 
gram (an individual hearing chart) of a worker on a special audio- 
meter for quick hearing tests. The person being tested raises 
a finger when he hears each of a wide range of tones. 


be the result solely of advancing 
years, inasmuch as frequently 
there is no definite history of 


exposure to unusual occupational 


noise. It is presumed that this 
deterioration of the hearing func- 


tion is a part of the aging process. 
It has been surmised also, that 
the noises of everyday life may 
be accountable. 

Temporary losses of hearing 
are another complication. It has 
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been observed that hearing losses 
associated with exposure to pro- 
'onged intense noise may be im- 
proved following removal from 
the noise source. Recovery may 
continue for as many as 6 to 12 
months. The question naturally 
arises, “Would the measured 
hearing losses, reported due to 
exposure to noise, have been re- 
duced by additional rest for the 
hearing mechanism in quiet sur- 
roundings?” 

Related effects of noise fre- 
quency and intensity must be 
considered in order to under- 
stand fully the character of a 
noise in question. The term “fre- 
quency” is a physical function 
commonly related to the psycho- 
logical phenomenon described as 
“pitch.” The identification of a 
terms of its 
sound level will not necessarily 
indicate the possible damaging 
effects of the noise. There is in- 
creasing acceptance of the prob- 
ability that the harmful effects 
of noise may be expected to vary 
directly with both intensity and 
frequency. This implies, there- 
fore, that before the effects of 
noise on hearing acuity can be 
precisely stated, it is necessary 
to relate the hearing damage to 
both frequency and intensity. 

Other variables must be al- 
for, too. For example, 
attempting to evaluate 


noise merely in 


lowed 
when 
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occupational hearing loss, faulty 
testing procdure of either the 
environment or the hearing 
acuity of the individual would 
influence the findings relating 
hearing loss to noise. Considera- 
tion also must be given to the 
fact that the individual suscep- 
tibility to hearing loss due to 
noise will vary. Another compli- 
cation when attempting to relate 
hearing damage to noisy expo- 
sure in industry, is that the noise 
situation in the shop may well 
change over the years as proc- 
esses are revised and machines 
replaced. Another difficulty origi- 
nates from the possibility that 
illness may be responsible for 
hearing loss resembling that 
caused by noise. 

It will be recognized, therefore, 
that even though it is not difficult 
to identify the presence of deaf- 
ness, it is an almost insurmountable 
task to separate the origin of the 
deafness with consummate cer- 
tainty and without equivocation, 
charge industry with being solely 
responsible for its presence. 

The seriousness of the situation 
created by the attitude of the 
courts and the uniqueness of the 
problem is not being considered 
lightly by labor and must be given 
thoughtful consideration by indus- 
trial management. Industry has ac- 
cumulated no reserves for the in- 
demnification of workers who suffer 
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partial loss of hearing, allegedly 
due to the noise associated with 
their jobs, and no provision has 
been made in insurance rates for 
any such liability, but current 
claims for occupational hearing 
loss are related to work periods 
which occurred during the years 
when such claims were never con- 
sidered or recognized as compen- 
sable. The present indication is 
that some workmen’s compensation 
authorities are considering dis- 
counting the fact that industry and 
insurance carriers cannot indem- 
nify for widespread accumulated 
losses, when those losses are not 
based upon past experience. The 
requirement of industry and car- 
riers to pay for a large accrued 
liability that is not covered by re- 
serves or knowledgeable adjustment 
of workmen’s compensation insur- 
ance rates, which would result if 
compensation awards were made 
solely for the loss of hearing with- 
out any disability or wage loss, 
would create a major economic 
strain. 

This then is the aggravated prob- 
lem associated with industrial noise. 
It is whetted and abetted by the 
awareness all normally hearing 
people have of noise—particularly 
other people’s noise. The annoy- 
ance effects of unwanted sounds 
vary with individuals, but to some 
degree everyone probably has been 
irritated sufficiently by noise to 
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feel strongly about it. History indi- 
cates the presence of noise seems 
to be intimately related with the 
growth of civilization and is an 
annoyance that is anything but 
new. Centuries before the Chris- 
tian era the cultured Greeks of 
Sybaris had established an opulent 
and efficient city, with regulations 
prohibiting industrial noises in resi- 
dential areas and providing for the 
zoning of the city. When they were 
conquered by the Romans, who 
then were relatively barbaric, this 
concern about noise was considered 
effeminate by the Roman soldiers 
who sneered at the Sybarites, and 
invented the yarn about a Sybarite 
who was so delicate that he could 
not sleep because a leaf was crum- 
pled in his bed of roses. 

The complaints about the irritat- 
ing effect of noise will undoubtedly 
continue for as long as man’s in- 
humanity to man will permit people 
to inhabit the earth. The loud radio 
next door, the bang of garbage 
cans, the rattle of milk bottles, the 
blast of an insistent auto horn or 
the roar of aircraft with full power 
on, all annoyances to most 
people. 

But none of these disturbances, 
or even all combined, is likely to 
have as disturbing an effect as may 
the current problem associated with 
occupational loss of hearing, if it 
continues in the direction it has 
taken, 


are 
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Copies may be obtained by 
writing to: Accident Prevention 
Department, Association of 
Casualty and Surety Companies, 
60 John Street, New York 38. 





“Safety Picture Lessons’—Here is 
an attractive, 4-page picturization of 
24 safe and unsafe acts which are 
common among children. Traffic, 
home, play and vacation hazards are 
included. The 'aflet is a test of safety 
knowledge. S .table for use in schools, 
Grades 1 to 6; for Cub Scouts, 
Brownie Scouts and other groups of 
young people. $2.75 per 100. 


“The Do and Don’t Booklet”—An- 
other leaflet aimed at safety lessons 
for children, This is a small, 4-page 
folder suitable for coloring. It, too, is 
used as a test by coloring a red traffic 
light for the unsafe acts and a green 
traffic light for the safe acts. $1.50 
per 100. 
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“Work Safety Series’—Two titles 
in a new series of picture type book- 
lets dealing with industrial safety 
topics are now available. They are: 
“Hand Tools” (tips on the safe use 
of twelve commonly used hand tools ) 
and “Fire Extinguishers” (a quick 
lesson on the use of fire extinguishers 
and the three basic classes of fires. ) 


Both of these booklets emphasize 
the visual aid approach and are de- 
signed for easy readability and mail- 
ing. Four pp., 3% inches by 5% inches, 
in three colors. $1.00 per 100 to mem- 
ber companies; slightly higher to non- 
members. 


“Your Guide to Safety in Storage 
Operations” — outlines safe practices 
applicable to both indoor and out- 
door storage. Included are rules cov- 
ering: selection of storage space, lay- 
out of aisle space, palletizing, cross- 
stacking, and use of dunnage. Special 
attention is given to the storage of 
bulk materials, barrels and kegs, 
boxes, cartons, bagged goods, and 
pipe and bar stock. Eighteen pp, 3% 
inches x 5% inches, ill., $3.20 per 
100 copies. 


“A Guide to Elevator Safety”— 
Wherever elevators of any type are 
used, this booklet will be found valu- 
able. Responsibility for the safe opera- 
tion of elevators depends largely upon 
operators, starters and mechanics, and 
safe procedures for such personnel are 
presented in detail. The booklet also 
explains the uses of emergency devices 
and outlines procedures which should 
be followed by operators in emergency 
situations, such when a car is 
stalled between landings. 23 pp., 
3%” x 5%”, ill., $4.00 per 100. 
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Liability of Seller —A man bought a 
summer cocktail robe for his wife in 
a department store. Two days later, 
while the wife was wearing the robe 
and preparing food in the kitchen, the 
garment into contact with a 
burner of an electric stove and in- 
stantly burst into a sheet of flame. 
The husband and wife sued the store 
to recover for the resulting injuries to 
the wife. The trial court dismissed 
the suit, but the appellate court re- 
versed the judgment and ordered the 
suit reinstated, holding that while the 
store was not liable to the plaintiffs 
on the theory of negligence, it could 
be held liable to them for breach of 
warranty. (Ringstad v. I. Magnin and 
Co. (Washington 1952) 239 P. 2d. 
848.) 


came 


: ¢ - 
Liability of Storekeeper — A customer 
in a store was injured when an elec- 
tric fan, which had been placed un- 
fastened on a box in an aisle, fell on 
him. The injury resulted in the loss of 
his left thumb. In his suit against the 
store to recover for the injury he was 


awarded a judgment in the amount of 
$15,312.75, the jury finding that the 
injury was due to the storekeeper’s 
negligence in failing to fasten the fan 
to the top of the box and in not having 
a rubber or felt mat on the base of 
the fan to prevent it from slipping. 
The judgment was affirmed on appeal. 
(G. I. Surplus, Inc. v. Renfro (Texas 
1952) 246 S.W. 2d. 298.) 


o. & + ¢ 


Liability of Landlord—A woman ten- 
ant brought suit against her landlords 
for personal injuries which she sus- 
tained when the railing along the outer 
edge of the porch at the rear of her 
apartment collapsed, causing her to 
fall to the ground below and sustain 
serious injuries. Judgment was ren- 
dered in her favor and against the 
landlords, the court holding that the 
landlords were negligent in not having 
made an inspection which would have 
disclosed the defective condition of 
the railing. The Appellate Court 
affirmed the judgment. ( Klahr v. Kos- 
topoulos (Conn. 1952) 88 A. 2d. 332.) 





A twisted steel hulk is all that remains of car after collision with an elevated pillar 


in Brooklyn in attempt to cut in front of trolley car. Three. were injured. 
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Flames roar from the steeple 
this Minneapolis, Minn., church 
before it crashed through r 
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This 250-ton locomotive buried its nose in the mud of turntable pit in Council Bluffs, 
lowa. A timber roadbed had to be built to aid wrecker in lifting engine. 
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SEN EARLY ROME, CITIZENS 
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Since business is influenced by the impressions which 
exist in the minds of the general public, and since 
an impression is created whenever a contact is made 
it is essential to the success of the business as a 
whole that these impressions work with us rather 
than against us—and this means a sound, effective 





public relations program 





tates 


Agency Public Relations 


OMEONE ONCE SAID that if you 

build a better mousetrap the 
world will beat a path to your door. 
Later, the phrase was amended a 
bit, “but only if you advertise.” 
And later still, it was realized that 
even if the mousetrap were better, 
if the public didn’t like the mer- 
chant or his business methods, they 
weren't likely to buy his product— 
regardless of the quality or promo- 
tion. 

Whether your product is mouse- 
traps, books, automobiles, or insur- 
ance, what people think of you and 
your organization is often the de- 
termining factor when it comes to 
a sale. How many times have you 
yourself said, “I wouldn't patronize 
that outfit—I've heard about the 
things they do.” If you’re like most 
people, it’s happened more than 
once and you are well aware of 
what an important role public opin- 
ion plays in this modern day and 
age. Your general reputation often 
can mean the difference between 
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busiress success and failure. And, 
as everyone knows, a bad business 
reputation is more easily acquired 
than a good one. 

To define “public relations” is no 
simple task. Perhaps a good defini- 
tion would be “the general feeling 
of goodwill which exists between 
an individual or firm and the gen- 
eral public.” Public relations is 
something intangible. It is difficult 
to measure the effectiveness or 
quality of one public relations pro- 
gram as compared with another, 
since the attitudes and reactions of 
the general public are determining 
factors. An effective public rela- 
tions program, as contrasted with 
a poor one, may, however, spell 
the difference between outstanding 
financial success and bankruptcy. 

Since business is influenced by 
the impressions which exist in the 
minds of the general public, and 
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since an impression is created 
whenever a contact is made—buy- 
ing a spool of thread, inquiring 
about a policy, even asking to use 
the telephone—it is essential to the 
success of the business as a whole 
that these impressions work with 
us rather than against us—and this 
means a sound, effective public re- 
lations program, functioning day 
and night every day, not just dur- 
ing working hours. 

If your public relations program 
is continuous and effective, some 
prospects surely will beat a path to 
your still, 
you will not be a stranger to many 


door. More important 


of the persons on whom you call, 
even though you may never have 
met them before. 


Mayor REASONS 


There are several major reasons 


why you should expend the effort 
expand 


necessary to 
your public relations program. 
By maintaining a favorable at- 


improve or 


mosphere between the public and 
yourself, you help guarantee the 
patronage of present 
customers. You may think 
clients will be forever loyal, but if 
you are indifferent or give the im- 
pression that you are taking their 
business for granted, they become 


continued 
your 


easier prey for the agency down 
the street. 

The average citizen has a great 
many misconceptions about insur- 
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ance and each false idea works in 
its own way to break down the 
general reputation of the entire in- 
stitution of insurance. These mis- 
conceptions range anywhere from 
the supposed exorbitant profits ac- 
cumulated by the companies to the 
“small print” in every policy pre- 
sumed to dupe the buyer. There 
is resentment against high 
pressuring and other infrequent 
but obnoxious sales techniques. It 
is essential that the true picture be 
out such 


also 


emphasized to drown 
undertones. 

With direct writing companies 
invading the dwelling insurance 
field, it is possible that home 
owners will display less interest in 
placing their insurance business 
through a local agent . . . unless 
the agent demonstrates conclusively 
that he offers a quality product 
and that the service he renders is 
sufficiently good to merit the cli- 
ent’s patronage. A sound public 
relations program, designed to ac- 
quaint the insurance-buying public 
with the advantages of dealing with 
a local agent, is the best means at 
your disposal for combating the 
competition of direct writers. 

A good public relations program 
makes easier the job of attracting 
new clients and is a potent force 
in making the sale. If, in your town, 
your agency symbolizes sound in- 
surance, it will be natural for others 
to recommend you to newcomers. 
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Too, it is a good idea to call on 
families new to the area or to send 
a welcoming card—all in the line 
of making friends, but it also means 
greater contacts, and additional 
policies in the long run. 

Any 
really to be effective, must be care- 
fully mapped in advance. A hap- 
hazard attempt is likely to effect 
haphazard results. When you con- 
sider the scope of the daily busi- 
ness activities of even the smallest 
agency, the responsibility for, and 
importance of, creating good will 
for itself and the industry is evi- 
dent. 

To better your position as an 
insurance producer, look at your- 
self—your appearance, your general 
attitude, your personality—as others 
look at you. Visualize the sort of 


public relations program, 


person and businessman you would 
like to be in the eyes of your com- 


munity then strive to be just 
that sort of individual. One impor- 
tant asset is a thorough knowledge 
of the business. Find the answers 
to every question which arises. 
Review policies frequently to make 
sure you are thoroughly acquainted 
with them. Read the insurance 
journals regularly to keep abreast 
of current trends. Many colleges 
and universities offer courses in 
insurance which can be of benefit 
to you; perhaps there is one in your 
locality. If not, take advantage of 
such excellent correspondence 
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courses as those offered by the 
Insurance Institute of America. 
Since integrity is essential to 
success, your business methods and 
those of your employees must be 
above reproach. Insight, too, is an 
important asset. If your client does 
not feel free to discuss his prob- 


lems with you—as he would with 
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his doctor or lawyer—he is likely to 
place his business with someone 
who will provide kindly and intel- 
reputation for 
professional discretion and under- 


ligent counsel. A 
standing is of utmost importance 
in putting a client at ease and cre- 
ating complete confidence in your 
judgment. 


PERSONAL ATTITUDE 


Now, how’s your business self— 


your over-the-counter approach? 
Are you alert and willing to serve? 
—thoughtful 
cheerful and pleasant attitude will 


make people enjoy doing business 


and courteous? A 


with you. Do you know your in- 


sureds personally? Do your busi- 


ness dealings exhibit a personal 
a readiness to handle even 
yourself, if 
necessary; business-like, yet friend- 


touch 
the smallest matter 
ly letters, written in modern style 
and pen signed whenever possible; 
appreciation shown for orders and 
prompt payments; a pleasant greet- 
ing to everyone who telephones or 
visits your office; claim checks de- 
livered personally? All of these ges 
tures indicate a feeling of warmth 
that the customer appreciates. 
Consider your business appear- 
ance for a moment. Is your office 
attractive and well arranged? Are 
all business papers typed neatly? 
Are your employees properly at- 
tired? Is your approach business- 
like? appearance, attitude, approach 
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—all of these are important to the 
agent who wishes to establish and 
maintain a reputation as a compe- 
tent businessman in his commu- 
nity. 

A great many employers have 
suffered at the hands of their em- 
ployees after office hours. Your 
employees’ evaluation of you as an 
individual and as a businessman 
makes up an important part of 
your total reputation. The things 
to avoid are obvious. The employee 
must be made to feel that he is a 
vital part of the organization, that 
he is contributing something of 
importance to the business, and 
that his efforts are appreciated. 
Too, he should be encouraged to 
make suggestions that may improve 
the organization. In the long run, 
it is a common interest in the suc- 
cess of a firm that draws together 
employer and employees. If each 
employee is encouraged to do his 
best and if he feels that his con- 
tribution to the business is recog- 
nized, your employee relations will 
mean good public relations after 
five and on week-ends. 

An excellent opportunity to put 
your best foot forward lies in par- 
ticipating in community and civic 
affairs. There are innumerable op- 
portunities yearly for the agent to 
lead his community in a public 
service capacity. Fund raising 
drives invariably need speakers, 
chairmen, directors, or campaign- 
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PUBLIC 


RELATIONS 


Public Relations Guide Chart 


| COMMUNITY RELATIONS 
Participation in civic affairs 
Sponsorship of civic affairs 
Educational booklets and leaflets 
Accident prevention activities 
Fire prevention activities 

Local association activity 


Talks before local clubs 
Regular personal contact 


Monthly post-card contact 
EMPLOYEE RELATIONS 
Appreciation of efforts 

Suggestions program 
Participation in business 
Feeling of security 





Friendly contact 


Personal delivery of claim checks 


ADVERTISING 


Direct mail solicitation 

Folders, blotters, and inserts 
Business development proposals 
Window poster displays 
Newspaper advertising 

Radio and TV commercials 
Outdoor and office signs 


CUSTOMER RELATIONS 


Birthday greetings 
Acknowledgment of promotions | 
Good will novelties 


PUBLICITY 


Favorable publicity 
Noteworthy news items 
Public appearances 
Agency anniversary 
Change of location 


Listed above are major divisions of a complete public relations 
program. To activate it, study the following pages carefully. 


ers. Youth groups, such as the Boy 
Scouts, Girl Scouts, the “Y's,” and 
community centers also need re- 
sponsible adults to assist in their 
programs as leaders, teachers, or 
even chauffeurs and chaperones for 
annual outings. By donating your 
time to such valuable causes, you 
are convincing your neighbors that 
you are making a worthwhile con- 
tribution to your community’s bet- 
terment—that you are a man they 


can respect and look up to as sound, 


stable and unselfish. A man who is 
active in his community gains more 
than a personal reputation. It has 


\ 
been said that active participation 
in civic affairs is a stepping stone 
to business success, helps to write 
more business than anything else. 
It provides an opportunity to meet 
a ~umber of people under the best 
of circumstances. Although neigh- 
bors, they may go on for years 
without being aware of your ex- 
istence if you limit your circulation. 
But, by being an active citizen, you 
will find that many of the big poli- 
cies you sell come your way be- 
cause you worked closely with Bob 
Smith, Jim Jones, and Jack White 
in soliciting funds for cancer re- 
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Activating Your Public Relations Program 
COMMUNITY RELATIONS 

Participate in civic activities! Be active in fund raising, fire preven- 
tion, accident prevention and other worthy civic activities. Take 
advantage of the large amount of educational material supplied by 
the National Board of Fire Underwriters, Association of Casualty and 
Surety Companies, and similar associations. Distribute this material 
through schools, clubs, and local associations whenever possible. 

Encourage driver training! Promote or actively support driver train- 
ing in schools and clubs. Work with community service groups and 
the police on all safety campaigns. These activities provide excellent 
opportunities for publicity and represent a valuable service to your 
community. 

Widen your business circle! Active participation in such local 
organizations as the Kiwanis, Lions, Rotary, and Exchange Club will 
increase your contacts and give you an opportunity to tell your 
insurance story more often. 

Be a sponsor! Sponsor a bowling team, a softball team, a Boy Scout 
outing, or other groups and activities which will arouse public interest 


—thus supplying prospects and keeping your name in the limelight. 





search or were on the same pro- 
gram at a community fund rally. 
Every aspect of your life—personal, 
business and social—has its bearing 
upon your reputation. What you 
are and what people think of you 
constitute the sum total of these 
factors. An outstanding advertising 
campaign will result in numerous 
inquiries, but to build a substantial 
list of permanent clients requires 
consistently sound public relations. 

You must not neglect your duty 
to insurance in general and to its 
reputation. To the public you are 
insurance, and every criticism of 
the business is sure to reflect on 
you. If misinformation is being cir- 


culated, it isn’t going to improve 
your business to ignore the issue. 

The industry is doing an out- 
standing and persistent job—in fire 
and accident prevention education 
and in disseminating accurate in- 
formation about the business in 
general. As you know, this work is 
being done by the Association of 
Casualty and Surety Companies, 
the National Board of Fire Under- 
writers, and the many other asso- 
ciations—national, regional and lo- 
cal. Their efforts unquestionably 
are bearing fruit. But you, the 
agent, as the industry's local rep- 
resentative, are in a better position 
than any council or association or 
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CUSTOMER RELATIONS 


Personalize your service! Deliver claim checks in Your 


customers pay for this service and claimants are at times your best 


person. 


advertisement, as well as your best prospects for other lines. They 
know the Company pays promptly! 

Satisfied clients—your best advertisement! A reputation for prompt 
and satisfactory service is your best advertisement. If your service is 
superior, a client once sold not only is a good prospect for additional 
lines, but he will recommend you to his friends. 

Never fail to say “thank you”! Acknowledge payment of all accounts. 
Expressing your appreciation to the customer in writing, by telephone, 
or in person is one of the best ways to build satisfactory customer 
relations. 

Keep them informed! Many agents have found a monthly post card 
mailed to their clients an effective means of keeping them informed 
of new and needed coverages. 

A good survey service helps! New survey forms provide a means of 
doing the client a real service. Intelligent analysis of your prospects’ 
needs is a dignified and professional approach which will be appre- 
ciated. 

Novelties build good will! Diaries, policy wallets, mechanical pen- 
cils, calendars, book matches keep your name before your customers 
and the public and are effective public relations aids, especially for 
the smaller agent. Use them for Christmas remembrances, anniver- 
saries, new locations, etc. 





ice for the entire industry by mak- 
ing intelligent use of them. 


bureau to gauge the tenor of the 
populace in your territory. By tying 


in your advertising with that being 
carried on nationally and region- 
ally, you can crystallize thinking in 
your own locale. The companies, 


as you are aware, have made avail- 
able a wealth of advertising and 
publicity materials and ideas to 
assist you in public education, as 
well as in conducting selling cam- 
paigns. You can make friends for 
yourself and perform yeoman serv- 


If at a party or social gathering 
you overhear someone unjustly 
criticize a member of your family, 
undoubtedly you will feel com- 
pelled to defend his honor. In the 
same manner you must consider 
insurance as a member of your 
family and treat it accordingly. If 
statements are made at a service 
club luncheon that reflect on the 
integrity of the insurance business, 
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EMPLOYEE RELATIONS 

Educate your employees! Train your employees to answer tele- 
phones properly; to write crisp, friendly letters in modern style; and 
to be businesslike and courteous in all personal contacts with clients. 

Recognize employees’ ability! Recognition of an employee’s con- 
tribution to the business helps to insure his continued loyalty and 
cooperation. Help him to do his best. 

Have annual outing! An annual outing for your employees and their 
families provides opportunity for you to get together with them under 
friendly circumstances. 


PUBLICITY 
Good publicity is good public relations! Participation in club activi- 
ties will result in a certain amount of publicity, as will speeches you 
make and committee appointments you accept in connection with fire 
prevention, driver training, and other civic activities. But there is 
another phase—insurance news—that you should not overlook. Most 


editors welcome news items concerning local businessmen and their 
activities. Notify your local editors when newsworthy items deveiop, 
such as new coverages, anniversaries, change of address, and additions 
to staff. And don’t overlook radio and television newscasts and guest 
programs which provide additional opportunities for agency publicity. 





To protect further the reputation 
of the industry, every agent should 
do his utmost to see that he does 
not cast reflection upon it. 

The public-relations-minded 
agent has a multiple responsibility 
—to himself, to the companies he 


and you merely sit by and listen, 
doesn’t this imply to those present 
that you are unable to refute their 
remarks that there is a basis 
of truth in what is said? You are 
the man with the facts. . . the man 
to speak with proper authority . . . 


the man whose opinions command 
respect. Exercise this privilege and 
calmly but firmly dispel any idle 
gossip that may be circulated about 
the industry. Whenever you hear 
unjust of the 
business you should present the 
facts. In the long run, you are the 
one to gain by dispelling misinfor- 


criticism insurance 


mation whenever possible. 


represents, to the industry as a 
whole. The agent who shoulders 
these responsibilities is public- 
relations-minded—and not only is 
he likely to achieve greater finan- 
cial success, but he will have the 
satisfaction of making a real con- 
tribution to his community and to 
an industry which has done much 


to stabilize his country’s economy. 





1955 AGENCY PUBLIC RELATIONS 43 


ADVERTISING 

Make your agency better known! There are many ways in which 
advertising can help you in developing sound public relations in your 
community. Check your reference list carefully. 

Cultivate business and professional men! Industrialists, store and 
hotel owners, accountants, attorneys, doctors, and dentists usually 
have wide circles of acquaintances. If they are convinced that you 
are a capable insurance counselor, they can be of immeasurable 
assistance in building your clientele. 

Business development proposals! Plan programs for the promotion 
of desirable coverages through direct advertising. 

Let folders, blotters, inserts help you! Introduce yourself to new 
prospects and promote desirable coverages by effective use of the 
numerous folders, blotters, booklets and inserts which the companies 
provide. Include them with outgoing office mail, hand them to clients, 
and leave them at club meetings and other functions at which people 
congregate. 

Use sales letters! Send effective sales letters with appropriate en- 
closures to establish clients and new prospects alike. These letters 
will prepare the way for your personal visit. 

Newspaper advertising! Regular advertising in your local newspaper 
will make your name and business known to local insurance buyers. 
Insert ads regularly, persistency counts. 

Radio and TV! Radio and television are effective media for adver- 
tising and for making yourself and your agency better known. 

Your windows are valuable! Show windows well located and well 
planned register a deep impression on the passer-by. Display a large, 
attractive new poster each month in the year. 

Identify your agency! If you have a ground floor office, an illumi- 
nated sign will help draw attention to your place of business. 

Seal of dependable insurance! Personalize your agency with an 
attractive business letterhead. A distinctive, uniform imprint on your 
office forms and advertising also will help to identify your agency as 


a dependable source of quality protection and service. 


No opportunity is ever lost. The other fellow 
takes those you miss. 
—Fireman’s Fund 
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Usable Ideas for Today 


DatLy PRoGRAM 
Here is an over-all summary outline 
for the daily programming of work for 
better self-organization along the lines 
suggested by the Agency Management 
Association. The following of such a 
program requires diligent application, 
but it has been found to hold its re- 
ward in efficient and profitable pro- 
duction. It covers all phases of the 
sales work, from planning, prospecting 
and selling, to the servicing of present 
policyholders. 
Each night, prepare a complete 
outline of work for the next day. 
Have a definite time for starting 
field work each morning. 
Plan each call before setting out 
to do the day’s work. 
Have luncheon with a prospect 
or center of influence each day. 
Be sure the schedule requires 
eight full hours a day. 
Call on at least one person each 
day for new prospects. 
Make definite appointments for 
interviews. 
Devote some part of the day to 
program preparation. 
Include calls on present policy- 
owners in the daily planning. 





Attend to service work for policy- 
owners at odd hours. 

Save the best hours of each day 
for sales interviews. 

Have a definite time for review- 
ing the day’s work and planning the 
next day. 

Keep a record of what happens 
each day. 

During business hours, do only 
those things related to selling. 
Include in the planning, one-half 

hour to an hour of reading or study, 
preferably in the evening. 

Remember that time is the biggest 
investment that can be made in sales 
work. 

—The General’s Review 
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Press PROTECTION 

A radio station can be sued for 
damages if a speaker makes libelous 
statements over the air, and the worst 
of it is that the station cannot censor 
a political broadcast. For protection 
against such law suits it is possible to 
write Libel and Slander insurance for 
newspapers and radio and television 
stations. 


—The Local Agent 





SALES 


SuccEss STANDARDS 

Here are 12 “Personality Factors” 
which the Carnegie Foundation esti- 
mates are responsible for 85% of one’s 
success. How do you stand? 

1. Attitude. Pleasant manner to- 
ward persons and duties. 

2. Initiative. Seeing and perform- 
ing tasks without special orders. 

3. Thoroughness. Following a task 
through, not leaving loose ends— 
accuracy. 

4. Concentration. Close attention 
to work at hand. 

5. Observation. Habit of seeing 
and noticing. 

6. Constructive Imagination. Per- 
ceiving opportunities, creating new 
ideas, conceiving new ways of doing 
things. 

7. Decision. Prompt and confident 
choice of one course of action from 
among two or more. 

8. Adaptability. Prompt and 
smooth change of plans or policies 
to meet changed situations. 

9. Leadership. Combination of 
knowledge, forcefulness, enthusiasm 
and other qualities which inspire 
confidence and loyalty. 

10. Organizing Ability. Capacity 
to create systems, perceive funda- 
mentals and arrange them in logi- 
cal and efficient order. 

11. Expression. Ability to convey 
ideas clearly and convincingly by 
spoken word, writing, gesture, free- 
hand or mechanical drawing, etc. 

12. Knowledge. Sum total of gen- 
eral information on subjects outside 
your own job. 

—The General's Review 
ce -» 
PERSONAL ADs 
An unusual advertising campaign 


was put on by an agent who used the 
personal column of the local news- 
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paper. One ad read: “Gert: The house 
is empty without you. Please come 
home. I love you. Answer in this col- 
umn tomorrow. Don.” The next day 
copy read: “Don, I'm not coming home 
until you fix those front steps. What's 
more, you need liability insurance in 
case anyone should fall on those steps 
and sue you, It costs only $10 a year 
at Schultz Insurance Agency. Let me 
know when you get a policy. Gert.” 
The agent cleverly wove in references 
to all personal coverages in a series of 
ads. 
—The Marylander 
Ot 

SMALL ACCOUNTS 

Does it pay to handle small ac- 
counts? There are two things to con- 
sider—the cost of handling as against 
the commission, and the possibility of 
the account becoming a_ profitable 
one later on. Also, some agencies can 
profitably handle small accounts while 
others cannot. An agency geared to 
handle big business may find that the 
small accounts are more bother than 
they are worth, while an agent with 
low overhead may find that he can 
make a good living on nothing but 
small accounts. If the insured’s credit is 
good he is likely to be profitable busi- 
ness staying on the books without much 
attention. The bride’s and groom’s 
business doesn’t usually amount to 
much, but in a couple of vears there 
may be a new home with contents in- 
creasing in value every year. Many 
times the question of whether to seek 
and serve small accounts is a matter of 
judgment as much as of cost statistics. 

—The Local Agent 
4,re? 

INLAND EXPORTERS 

Go to your Chamber of Commerce, 
if you live in an inland city—or even 
if you don’t—and get a list of firms 
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which do an export business. You are 
likely to be surprised twice—pnce by 
the number of firms that do an export 
business and once by the discovery 
that firms whose business you always 
thought of as entirely domestic are 
engaged in exporting. Then, unless 
you feel confident of your knowledge 
call upon one of your companies to 
send along a marine special agent and 
approach these firms for the Ocean 
Marine business. If they are already 
customers it is a service they are en- 
titled to get from you. If they are not, 
this may be one way to get them on 
your books. Please note, this is written 
primarily for agents a long way from 
seaports. 

—The Local Agent 
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Too Busy 

When making appointments for in- 
terviews, as well as at the time of a 
call, the statement “I am too busy to 
see you’ is often encountered, 

Here are a few suggestions as to 
how some agents have met this first 
challenge for an interview: 

“It will take only five minutes to 
show you this plan. If I stay longer, 
it will be only because you asked 
me.” (If consent is not granted, ask 
him if next Tuesday or Thursday 
morning will be convenient. This 
gives him a choice between two 
positives, and usually results in an 
appointment. ) 

“I know you're busy, but I need 
only a few moments of your time. 
The busier a man is, the greater is 
the importance of protecting his 
time. Sickness and accidents are 
very serious matters to all of us, 
and, as I do not often have a chance 
to see you, I want to explain, in a 
few words, how valuable our pro- 
tection can be to you.” 


AND 


SURETY JOURNAI 
“The fact that you're busy is the 
very reason I want to talk to you— 
before you might be ineligible for 
this plan. You know, after you are 
sick or hurt is too late.” (Try to 
make a definite appointment. ) 

“_ But it takes only a few minutes 
to explain this proposition. It’s very 
brief, I assure you—I interview many 
busy men—in fact, I'm one myself. 
And you'll never regret the time 
granted me.” 


“Yes, I understand—I am_ very 


busy, too, and I'd like to call back, 
when you have just a few minutes, 
to discuss the protection of your 
income. Would 2 o'clock Friday be 
all right?” (If he 
say—) “Sicknesses and accidents are 
also very ‘busy’. They cause thou- 


hesitates, also 


sands of disabilities every hour. 
Should you be one of them—you 
never can teli—you'll be very thank- 
ful to me, I know, for taking a few 
minutes of your time, now.” 

The General's Review 
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SAFE PRESSURES 
The famous Chicago criminal lawyer 
of a few years ago, Clarence Darrow, 
is quoted as saying, “Some boilers are 
safe at 20 pounds pressure but will 
break at 40 pounds. The boiler is 
neither honest or dishonest—it stands 
certain pressures but no more. A man 
cannot be classified as honest or dis- 
honest. He goes along with the game 
of life and can stand so much pressure, 
but at a certain point he can stand no 
more.” Tell this story to employers. 
How can the employer know what the 
bursting point is for each of his peo- 
ple? He can’t. That’s why, if he is 
wise, he will buy a Blanket Fidelity 
bond. 
The Local Agent 





@ This coverage is a most vital safeguard to 


the owner of hazardous power equipment be- 


cause of its twin functions—preventing accidental 


failures by inspection services and indemnifying 


for physical damage and loss when the un- 


expected occurs—alert producers will heed this 


lucrative market 


Boiler and Machinery Insurance 


— AND MACHINERY INsuR- 
ANCE is a comparatively small 
limb tree pre- 
mium-wise, with annual writings of 
about $60,000,000. It is, however, 
a most vital branch of that tree, 
its twin functions of 
preventing and indemnifying for 
accidental failures of power equip- 
ment. Industry generally recognizes 
it as a very nc essary safeguard 
against profit-sapping and some- 


of the Insurance 


because of 


times cetastrophic loss. It is worth 
noting that the present volume is 
about triple that of ten years ago, 
and that the average premium per 
risk is probably the largest in the 
insurance business. An understand- 


ing of its principles and its uses 
should certainly be a part of every 
well-equipped producer's knowl- 
edge. 

Boiler and Machinery Insurance 
can be defined as that branch of 
the insurance professién which 
deals with the destructive effects 
of Power when accidentally re- 
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leased from control. Since our civil- 
ization has been built on the use 
of power equipment and since its 
cost and destructive capabilities 
are constantly increasing, the need 
for protection will continue to grow 
with our civilized progress. There 
are many less explosions per boiler 
than there were 50 years ago, be- 
cause of our better knowledge of 
metallurgy and im- 
proved When a 
modern boiler does explode, how- 
great deal 
today’s 


design and 


safety devices. 


ever, it will cause a 
more damage, 
boilers are larger and more expen- 
sive and operate at much higher 
pressures than 
years ago. Our expanding engi- 
neering knowledge will further re- 
but we 


because 


was the case 50 


duce accident frequency, 
shall never reach an accident-free 
millennium, last 
analysis the safety of any power 


because in the 
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device will always depend on the 
judgment and care of the men who 
design and tend it. To err is human 

and as long as there are men and 
machines, there will always be 
accidental failures. 

Inspection can be a most impor- 
tant factor in preventing accidents 
to power equipment, by discovering 
incipient or latent weakness before 
it can cause accidental failure. 
Inspection service is provided as an 
integral part of Boiler and Machin- 
ery Insurance and an average of 
about 30 percent of the premium 
dollar is set aside for this purpose. 
This inspection does much more 
than just prevent accidents—it helps 
the policyholder to conserve and 
lengthen the life of his 
equipment by systematic checking 
of its condition. The character of 


power 


the inspection service which he will 


receive is frequently as great a 
consideration to the insurance pur- 
chaser as is the extent of the insur- 


ance indemnity. 
SINGLE Limit 


The basic Boiler and Machinery 
policy is written with a single 
limit per accident which applies to 
all direct loss. The Company’s first 
obligation is to pay from this limit 
for any direct damage to the In- 
sured’s property. In the majority of 
cases, the Company will make the 
repair or replacement itself, through 


contractors, relieving the Insured 
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of the burden of having the work 
done. The coverage includes any 
direct damage to buildings and 
materials as well as to the boiler 
or machine which was the cause of 
the loss. 

The Company’s next obligation, 
after paying for the Insured’s prop- 
erty damage loss, is to pay for 
expediting expenses, limited to an 
amount equal to the property dam- 
age loss as otherwise determined, 
but not exceeding $1,000. This in- 
cludes any reasonable expense to 
hasten restoration of the damaged 
property, such as temporary re- 
pairs, overtime, rapid transportation 
and the like. The $1,000 limitation 
for expediting expenses can, by the 
way, be increased when necessary 
by special application. 

Bodily Injury coverage can also 
be optionally provided and, if in- 
cluded, is paid out of anything re- 
maining in the limit per accident 
after satisfaction of all property 
damage claims. This is an excess 
coverage, applying only after ex- 
haustion of any other applicable 
insurance and assumes all the In- 
sured’s obligations for bodily in- 
juries, except those imposed by a 
Workmen’s Compensation Law. 

In addition to assuming the In- 
sured’s liability for property dam- 
age and bodily injuries, and with- 
out limit as to amount, the policy 
agrees to defend any suits against 
the Insured brought as the result 
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of an accident, and to assume all 
legal costs. 

These are the basic policy agree- 
ments. They are modified by the 
usual conditions, three of which 
are of special significance. First, 
there is a provision that the Com- 
pany may inspect the insured 
equipment at reasonable 
Next, there is a clause permitting 
the Company to immediately sus- 
pend coverage on any equipment 
found to be in dangerous condition, 
without prior notice or waiting 
period. Third, there is a provision 
that repair or replacement cost will 
be depreciated when it constitutes 
a betterment to the Insured. If, for 
example, two sections of a six sec- 
tion cast iron boiler crack and are 
replaced, the life of the boiler has 
not been lengthened and hence 
there has been no betterment and 
there should be no depreciation of 
the cost. If, however, all the tubes 
in a steel boiler were damaged by 
an accident, the repair cost should 
be depreciated in the lost adjust- 
ment, as tubes must be periodically 


times. 


replaced. 

In recent months there has been 
much interest in Repair or Replace- 
ment Insurance, which in effect 
assumes the difference between full 
repair or replacement cost and the 
cost as depreciated for betterment 
under standard policy conditions. 
This is a specially rated coverage, 
applying to not only the insured 
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boiler or machine but to any other 
property of the Insured, except 
stock or supplies. It is obvious that 
the greatest demand for this cover- 
age will come from operators of old 
equipment and it follows that the 
rate must be individually deter- 
mined for each risk, in accordance 
with the age of power equipment 
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and buildings. The risk 
will require an increase of 20 per- 
cent in the normal direct damage 
premium for this added coverage. 

Boiler and Machinery Insurance 
is specific as to what is insured 


average 


against accidental failure. It does 
not cover accidental failure of all 
power equipment on the premises, 
but only accidents to those particu- 
lar units, or kinds of units, which 
are selected for coverage. The ad- 
vantage of this plan is obvious— 
coverage on a light switch or a 
small fan motor would not be 
worthwhile because it would not 
involve a_ shock nor would 
there be any benefit from inspec- 
tion. This 
ables the policyholder to insure just 
that equipment which is capable 
of a shock loss within his own pro- 
gram and to exclude the cost of 
small accidents which would nor- 
mainte- 


loss 


selective coverage en- 


mally be considered as 
nance. 

This brings us to the question of 
what to insure. What does the In- 


sured consider a shock loss as far 


as replacement cost is concerned? 
Would he consider repair or re- 


placement as ordinary mainte- 
nance? Is the unit so important that 
coverage is justified for the sake of 
inspection to assure accident-free 
operation? Would loss of the unit 
involve an production 
loss? While there is no single an- 
swer to the question of what to 


important 
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insure, it can be stated as a gen- 
eral principle that any power equip- 
ment which can be dangerous to 
life and property, or whose replace- 
ment cost would constitute a shock 
loss, or which is vital to plant oper- 
ation, should be insured. 

There are many different kinds 
of boilers—low pressure, high pres- 
sure, cast iron and steel, steam and 
hot water heating. Some are two 
feet high and some are nine stories, 
some operate normally at 2 pounds 
and some at 2000 pounds. All have 
thing in common—they are 
closed vessels containing water and 
are subjected to direct heat, and 
hence can explode. The basic form 


one 


of boiler protection—known as 
Limited Coverage—protects against 
this inherent explosion hazard of 
boiler operation and provides full 
inspection service. Broad Coverage 
can also be written at extra cost, 
to additionally insure against those 
failures which would damage only 
the boiler itself and not external 
property, such as cracking of cast 
iron sections and the burning or 
warping of a steel boiler from lack 
of sufficient water. Furnace Explo- 
sion coverage can also be written 
for boilers, to protect against ex- 
plosion of fuel gases in the furnace 
or combustion chamber, but every 
type of Fire Extended Coverage 
also this hazard. Unless 
there is a_ third 
damage exposure, Furnace Explo- 


covers 


party property 
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There are many kinds of machinery which can be insured—steam engines, 
gas engines, oil engines, compressors, pumps, fans, wheels, turbines, 
generators, transformers, switchboards and the like . . . any machine 
which produces or converts energy—the intent is to cover any 


sudden, unforeseen or accidental breaking or burning-out. 


sion is never warranted when Fire 
Extended Coverage is carried—but 


it is surprising how many Boiler 


policies include it needlessly, at 
substantial extra cost. 
Pressure vessels and Refrigerat- 


ing Systems are insured against not 


only explosion, but also against 
other types of sudden and acci- 
dental failures which will not cause 
damage external to the vessel it- 


self, such as cracking of cast metal 
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parts. It is worth particular note 
that the standard policy restricts 
loss from draining of contents from 
pressure vessels, or from contami- 
nation by ammonia or other refrig- 
erant to $1,000. This amount can 
be increased if necessary and the 
value of contents of pressure ves- 
sels, and possibilities of refrigerant 
fumes damaging foodstuffs should 
be considered when such equip- 
ment is to be insured. 


Direct DAMAGE 


There are many kinds of machin- 
be insured—steam 


ery which can 
engines, gas engines, oil engines, 
compressors, pumps, fans, wheels, 


turbines, motors, generators, trans- 
formers, switchboards and the like. 
In general, it can be said that any 
machine which produces or con- 
verts energy can be insured. There 
are many different policy defini- 
tions of accident for machinery, 
because each kind of machine has 
its own inherent operating hazards, 
but the general intent is to cover 
any sudden, unforeseen and acci- 
dental breaking or burning-out. The 
definitions are somewhat 
the necessity of 


policy 
complicated by 
drawing a definite line of demarca- 
tion between accident damage and 
normal maintenance repairs, but 
the intent is to protect the Insured 
against occurrences which are truly 
accidental and cannot be foreseen 
in advance. 


May 


So much for insurance against 
Direct Damage. There are two 
principal kinds of coverage against 
indirect losses—Use and Occupancy 
and Consequential Damage. These 
are perhaps the greatest fields for 
future development and every pro- 
ducer should be thoroughly familiar 
with them. 

Boiler and Machinery Use and 
Occupancy coverage follows the 
familiar fire insurance pattern of 
reimbursing for earnings lost as the 
result of operating shut-downs. 
There are, however, some impor- 
tant differences from fire insurance 
underwriting practice. Coverage 
can be written from either the time 
of accident or from some midnight 
succeeding the accident, depending 
on when real earnings loss would 
start. Most industries can sustain a 
shutdown of a few days without 
real loss in the final balance sheet, 
because of inventories on hand, or 
because the down time can be 
utilized to make repairs or improve- 
ments that would otherwise require 
a planned shut-down later on. The 
substantial premium reduction that 
is possible with such deferred mid- 
night coverages—for example, about 
40 percent for third midnight— 
makes an investigation of the time 
that real loss will commence an 
important factor in designing the 
insurance program. Another impor- 
tant consideration is that coverage 
can be limited to only that equip- 
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ment which is vital to production, 
frequently making it possible to 
reduce insurance costs by omitting 
coverage on units insured for direct 
damage that are not important in 
the production cycle. 
Use and Occupancy 
can be written on eiher a Valued 
form or as Actual Loss Sustained. 
The Valued form is most common, 
because of the ease of loss adjust- 
ment and the fact that there is no 
coinsurance clause requiring peri- 
odical adjustment of insured values. 
It is written with a specified daily 
indemnity and the proportion.to be 
paid for each day of curtailed pro- 
duction is determined by the per- 


coverage 


centage of lost production as com- 
pared to normal. It has the disad- 
vantage of a fixed daily indemnity 
which does not take into account 
daily or seasonal fluctuations in 
production or loss. The Actual Loss 
Sustained form requires that loss 
be proved by detailed accounting 
of continuing expense and profits 
which would have been earned if 
the accident had not occurred. This 
form is chiefly valuable when there 
will be fluctuation in amount of 
loss from day-to-day or from sea- 
son-to-season, or when several 
plants can be blanketed as a group, 
with coinsurance less than the full 
value of the group. 

Use and Occupancy is probably 
the most overlooked field in Boiler 
and Machinery Insurance. It is the 
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rule, rather than the exception, for 
Use and Occupancy loss to be many 
times greater than the Direct Dam- 
age loss. There is not much advan- 
tage in reimbursing a man for 
physical damage to his plant and 
property if he must go out of busi- 
ness entirely because continuing 
expenses exhaust his capital before 
earnings can be restored. Two ex- 
amples will illustrate this point. 
One was a boiler tube failure in a 
pharmaceutical plant which cost 
$130.00 to repair, but occasioned 
a Use and Occupancy loss of 
$138,000. The other was explosion 
of a machine roll with a 
property lost of 
$300,000 Use and Occu- 
pancy loss of about twelve times 
that much—total $3,912,000. 


paper 
damage 
and a 


about 


OVERLOOKED COVERAGE 


The possibilities—and benefits to 
the Insured—of writing Consequen- 
tial Damage Insurance are likewise 
frequently overlooked. This cover- 
age is designed to reimburse for 
physical spoilage from lack of 
power, light, heat, steam or refrig- 
eration as the result of an accident; 
for example, the freezing of flowers 
in a greenhouse as the result of a 
boiler failure, or spoilage of meat 
in cold storage as a result of an 
accident to the refrigerating ma- 
chinery. Consequential Damage 
Insurance has many other applica- 
tions, such as to indemnify for the 
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extra expense caused by solidifying 
of molten metal, spoilage of fruits 
in the field, reimbursement for pub- 
lic utility demand charges and the 
like. This form of coverage is usu- 
ally indicated where the amount of 
loss will not vary with the length 
of shutdown. Use and Occupancy 
Insurance, on the other hand, ap- 


plies where the loss will vary with 


the time that operations are sus- 
pended or curtailed. 

Boiler and Machinery Insurance 
is a vital safeguard to the owner 
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of hazardous power equipment, for 
inspection service to prevent acci- 
dental failures and to indemnify 
for physical damage and loss of 
use when the unexpected does 
occur. You might call it a guaran- 
teed Accident Prevention Service, 
which endeavors through inspec- 
tion to prevent failures and pays 
for those which do occur in spite 
of every precaution. 

It is good for your Insureds and 
it will be very good for you, if you 
will only use it. 


COPYRIGHT 1954 CARTOONS-OF-THE MONTH 





ae 


ee 


a 


gg 


@ The Research Department of the Association 
has been one of the leaders in the search for 
methods leading to greater cost reduction and 


productive efficiency and in a _ broad 


most research in insurance is of 


sen 


se 


this nature 


Insurance Research Boom Ahead 


American economy 


and _ services 


n 1954 the 
I produced 
worth 357 billion dollars. 
put is not founded on energy, sweat 


goods 
This out- 


and spirit alone. It is also based on 
research programs costing about 4 
The actual 
worth of the ultimate results of this 


billion dollars annually. 


research cannot be accurately meas- 
ured in dollars, but is many times 
greater than the immediate costs. 

Research supported by American 
businesses knows no industry lines 
The insurance industry, especially 
segments, 
effectively 


tasks do 


the casualty and surety 


has long relied upon 
Many 


not bear a research label, but never- 


planned research. 


theless some research elements are 
involved in many normal activities 
within established areas such as 
underwriting, statistics, accounting, 
auditing, systems, methods, or pro- 
budget planning, 


contract 


cedures, claims, 
investment 


provisions 


analysis, new 


and coverages, elec- 


tronics, area analyses, consumer 
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opinion, advertising, personnel or 
sales promotion. 

More than a decade has passed 
since the Asso- 
of Casualty Surety 
Companies, composed of leading 
spokesmen in the American insur- 
ance industry, took the early steps 
necessary to establish the first for- 
malized research unit and program 
for the casualty and surety indus- 
try as a whole. Through the super- 
vision and guidance of the Re- 
Advisory a 
standing committee of the Associa- 


executives of the 


ciation and 


search Committee, 
tion composed of member compa- 
nies the Research De- 
partment develops its program in 
accordance with the needs of the 


executives, 


industry. 

Today the Research Department 
of the Association of Casualty and 
Surety Companies is in the hands 
of a small group of highly trained 
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and carefully selected research sci- 
entists. They primarily serve the 
interests of the Association’s 123 
member companies, but also serve 
the cause of insurance the world 
over. There is, without doubt, no 
other comparable organization in 
exclusively to 


existence devoted 


casualty and property insurance 


research. 
PROBLEM ORIENTED 


Research is designed to disprove 
existing misconceptions and to fur- 
ther knowledge. Ideas are selected 
and classified, retained and dis- 
carded. This is an assurance against 
taking action based on haste or 
impulse. A negative or neutral dis- 
closure is no less significant than a 
positive one. After careful study, 
that which appears novel and of 
great immediate significance is 
often found, when placed in its 
proper perspective, to be merely 
that of old manifesting itself again. 
Research at the Association is prob- 
lem oriented. It is deliberate and 
thorough; it substitutes scientific 
procedures for aimless, unplanned 
ones; it replaces the subjective ap- 
proach with objectivity; and _ it 
never assumes conclusions. 

Research is not synonymous with 
the mere compilation and analysis 
of statistics. It is not the performing 
of routine service activities requir- 
ing little though but perhaps some 


patience, It is not a constant wading 
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through stacks of written materials 
with the hope of finding some state- 
ment or number revelant to the 
problem being searched. 

Research is a recognized, organ- 
ized and disciplined, planned sci- 
entific procedure to increase the 
use of enlightened and factual ac- 
curacy while reducing the use of 
the intuitive or “scientific” guess, 
which is based so largely on re- 
action. 

Today there is intra-insurance 
industry competition as well as 
inter-industry competition in the 
race for the consumer's dollar. The 
geographical areas in which this 
action is taking place are not re- 
stricted by state or national bound- 
aries but naturally the immediate 
territory is emphasized. Never has 
there been a greater need for more 
intensified research efforts than 
now. 

A very elementary form of com- 
petition, but amazingly effective, is 
based on price. Past economic ex- 


periences clearly show that such 


competition is often temporary. 
Successful business leadership 
meets competition at any level. 
Price eventually gives way to serv- 
ice well rendered. The best product, 
successfully tested, prevails. No 
management has a monopoly on 
lower price, better service or estab- 
lished products. But management 
does find it increasingly difficult to 
cope with competitive problems 
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during the present age, when so 
much is demanded. 

The constant need to reduce or 
control costs and improve produc- 
tive efficiency is more manifest than 
ever. The needs for more intensive 
over-all variable budget planning, 
considered investment and sales 
analyses, appraisals of composition, 
distribution and marketing of the 
various product lines, with attention 
to both potential and realization, 
by areas, population and income 
groups all confront management 
today. But overriding in significance 
are the twin technological develop- 
ments that place American indus- 
try on the threshold of the greatest 
fundamental managerial and eco- 
nomic change thus far. These are 
automation and atomic energy. 
More facts, less opinion, greater 
vision and less allegiance to the past 
than ever before are now needed. 
One illustration of the keen recog- 
nition of the situation by the insur- 
ance industry is the number of 
special study programs and teams 
being established within individual 
companies and the many associa- 


tions-sponsored conferences dealing 
with electronics. A busy and chal- 


lenged management needs more 
help today than any time in history. 
Progress is so rapid that the word 
“revolution” is not out of order. 
The race for the consumer’s dollar 
demands the use of the best mod- 


ern weapons. This race can be lost 


INSURANCE RESEARCH 


BOOM AHEAD 57 


before it is well begun unless the 
best use is made of cooperative 
research. Such are the hard facts. 
And it is evident that through the 
many company and _ association 
studies now underway, the insur- 
ance industry is making prepara- 
tion for these rapid developments. 

In a broad sense most research 
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management or cost control nature. 
The Research Department through 
the Workshops on Cost Reduction 
and Control has been one of the 
leaders in the search for methods 


activities in insurance are a 


leading to greater cost reduction 
and productive efficiency. The re- 
cent publication on “The Creation 
and Recording of Claims” is the 
most voluminous of the four cost 
reduction studies released thus far. 
The fifth in this series will be a 
Workshop on “Reports to Manage- 
ment” and “Bond Claims” to be 
held in October 1955. 

Additional 
progress on four claim subjects all 
with the basic objective of reduc- 
ing and controlling costs: “Methods 
of Establishing Formula or Aver- 
age Reserves for Reported Claims.” 
Incurred 


research is now in 


“Formula Reserves for 
but Unreported Losses,” “Methods 
for Determining Reserves for Allo- 
cated and Unallocated Claim Ex- 
penses,” “Case Loads Handled by 
Claim Examiners.” 

The close relationship and co- 
operation between the Association 
membership and the Research De- 
partment is also illustrated by the 
current study on “The Usefulness 
of Tests for Determining Selection 
and Advancement.” 

Impressed with the high cost of 
recruiting and training insurance 
personnel, member companies rec- 
ommended that the Research De- 
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partment investigate the usefulness 
of in determining selection 
and advancement. If it could be 
determined that scores on chosen 
tests are critical in predicting suc- 
cess or failure within certain areas, 
recruitment and _ training costs 
could be controlled. Result—a sub- 
in personnel 


tests 


committee, 
and manpower, representing eleven 


experts 


member companies was created to 
assist the Research Department in 
this project. 

The group to be studied and the 
criteria for success had to be deter- 
mined. The underwriting position 
was selected. A list of traits be- 
lieved to be important to a greater 
or lesser extent for an underwriter 
was submitted to underwriters and 
supervisors in selected member 
companies for ranking. Based upon 
the results of 419 rankings, the 
criteria for success were developed. 
A personal history blank, job ap- 
praisal form and guide were then 
prepared and a battery of tests 
compiled. 

A pilot study consisting of under- 
writers in eleven member compa- 
nies is presently in progress. Actual 


testing is now underway. Should 
the pilot study prove the feasibility 
of this project, it may become more 
comprehensive both in the num- 
bers studied and the positions held. 


Concentrated management re- 
search is still required in a multi- 
of A few of these 


tude areas. 
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include: Thorough analysis of home 
and branch office relationships, de- 
gree of autonomy in the branch in 
various operations. The effect of 
the peacetime use of atomic energy 
upon underwriting problems and 
the creation of new hazards. Effects 
of saturation policing on burglary 
and theft experience. Aspects of 
acquisition and distribution costs. 
A study of the effect of a change 
in product-mix in a manner con- 
sistent with performing required 
services as a determinant of a low- 
ered breakeven point. Further com- 
plications are presented when 
these observations are transferred 
to conditions which are of a more 
truly multiple line nature. 

In the area of personnel great 
attention can be given to: Training 
the sales force, providing the best 
sales tools available, at a time when 
the agency force is experiencing 
closer competition in certain lines. 
What is the extent and distribution 
of employment by insurance job 
categories and geographical areas? 
What is the turnover? Why? What 
will be the effects of 
automation and other technological 


increased 


progress on employment in the in- 


dustry—in an insurance 
company—in an average agency? 
What new jobs will be opened? 
What previous tasks will no longer 
be performed? 

Within the realm of economics 
and statistics, much research can 


average 
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be undertaken which would be per- 
tinent to the insurance industry. 
There is at present a widespread 
lack of accumulated historical and 
factual data on the economics of 
the industry. A fundamental activ- 
ity of the Research Department of 
the Association, which represents 
virtually the entire stock casualty 
industry, is to gather and interpret 
casualty insurance data in as inten- 
sive and complete a manner as 
possible. Data from various gov- 
ernmental, private, university, in- 
dividual and industry sources are 
currently being interpreted. Ulti- 
mately more original data will have 
to be gathered by the Research 
Department in order to provide 
adequate information which is so 
widely needed. 


ECONOMIC TRENDS 


Aside from the general statistical 
data gathering requirements, other 
areas call for study. An analysis of 
the effects of specific observable 
economic trends upon casualty in- 
surance is of great potential value. 

The labor force is expected to 
show an increase of about 50 per- 
cent to around ninety million in the 
next 20 years. At the same time the 
gross national product and also con- 
sumer expenditures should almost 
double. The composition of con- 
sumer expenditures is expected to 
show a marked shift from expendi- 
tures for basic personal needs such 
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as foods, clothing, shelter, etc., as 
the major component of personal 
consumer spending to consumer 
hard goods and services. 

Less than half of personal con- 
sumer spending presently goes for 
services and durables but this is 
expected to increase proportion- 
ately by some 50 percent and to 
almost triple absolutely in the next 
two decades. Therefore, the living 
standard will rise sharply. 


TREND FACTORS 


This alteration in the structure 
of consumer personal expenditures 
will change the fundamental nature 
of the product distribution of insur- 
ance carriers. In addition, the labor 
force is expected to increase sharply 
and population should reach about 
200 million by 1975. These factors 
affect 
writings favorably. 


should casualty premium 

A richer nation, with more and 
richer people, with more leisure, 
changed spending habits, will also 
have changed insurance needs. 
What does this all mean? It is at 
least clear that new coverages will 
be developed. Old ones will be 
changed or discarded. Many luxury 
coverages will be standard essen- 
tial ones. And every aspect of com- 
pany operation and thinking will 
have to adjust to this change. 
Analyses of these developments are 
required. 

Recent months have shown in- 


May 


creased interest by individual mem- 
ber companies in market analysis. 
Such an activity is especially well 
suited for analysis by the Associa- 
tion’s Research Department with 
the cooperation of company units. 
Technical advice has been provided 
member companies on certain as- 
pects of their own market studies. 
But there is still room for further 
research: Do we know what the 
consumer thinks of our products? 
Is the consumer even aware of our 
products? Do we have available 
the product the consumer wants? 

Some decades of age, but yet an 
infant in its potential application is 
operations research. A basic ele- 
ment inherent in this type of re- 
search is that it is aimed at an 
operation. It always seeks a solu- 
tion to a real problem rather than 
to alter or re-define the problem 
in order to find a solution. It must 
be undertaken by scientifically 
trained researchers with a recog- 
nition of the need for providing 
solutions leading to an increased 
over-all effectiveness of a broad 
operation. It cannot be undertaken 


by company personnel with other 


duties and responsibilities, and it 
must receive the cooperation from 
all departments of company opera- 
tions. Conclusions drawn without 
bias or restriction are presented to 
a level of management with the 
authority to make decisions. 
Operations research is gaining 
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increasing attention. It would ap- 
pear to offer much, for example, 
with regard to a realization of the 
potentialities of ultimate adapta- 
tion of more refined electro data 
processing. In EDP studies certain 
operations-research techniques al- 
ready are under consideration by 
various segments of the insurance 
industry. The Depart- 
ment ultimately can be expected to 
perform increased service in this 


Research 


area. 

The 
amasses an 
knowledge and information in the 
course of discharging the many in- 
quiries made during any ordinary 
work period. A member company 
or insurance trade association may 
desire cooperation and_ technical 
advice in preparing its own special 
studies. Various departments of 
the Association may request assist- 
ance in the preparation of ques- 
publications, 


Research Department 


enormous — store of 


tionnaires, reports, 
analyses or other matters. Insurers 
from Germany or France may have 
specific inquiries concerning Amer- 
ican insurance operations. An in- 
surance professor from the United 
States or abroad may request ma- 
terial to assist in the preparation 
of a book or monograph. The Re- 
search Department is widely re- 
garded as the single most authori- 
tative source for such accurate and 
To provide 


prompt information. 


this service is time consuming, but 
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the Association believes this to be 
a necessary obligation in line with 
its outstanding position in world 
insurance. 

Insurance today is so complex 
that little can be done in a few 
pages to even state the present na- 
ture of the many challenges pre- 
sented. The rapid and almost fan- 
tastic rate of casualty insurance 
growth is expected to continue. 
Evidence has already been given 
to show that the casualty insurance 
industry is making definite plans to 
meet the conditions of the new 
economy. This demands intensified 
research efforts in management, 
marketing, economics, _ statistics, 
and operations. The Research De- 
partment of the Association of 
Casualty and Surety Companies is 
prepared to maintain its research 
leadership and examine new vistas, 
strengthen its close alliances with 
the Association membership and all 
others who join with us in prepar- 
ing for the coming insurance re- 
search boom. 

But who can deny that even 
though future problems are com- 
plex and of uncertain natures, for- 
tunate indeed are we who 
make preparations for an early to- 
morrow, a mere twenty years 
hence, in a nation with an annual 
production of six hundred-odd bil- 
lions of dollars and an annual cas- 


now 


ualty insurance volume of around 
25 billion dollars? 





.. . AUTOMOBILE 
Hooked Bait. In the State of Wash- 
ington, a motorist took his eyes from 
the road to watch a man landing a 
fish, drove over an embankment and 
almost into the Columbia River, got 
a ticket for inattention to driving 
from the fisherman—a state patrol- 
man... Double Parked. In Old Say- 
brook, Conn., highway police stopped 
and questioned a motorist for failure 
to pay bridge toll, arrested him when 
they found that he driving a 
stolen car, then returned it to right- 
ful owner and arrested him, too, for 
ignoring six parking tickets . . . Eye 
Appeal. A district judge in East Prov- 
idence, R. L., listened patiently while 
a 73-year-old motorist argued that his 
glasses was normal 
watched as he deftly 
needle three times in a 
failed dis- 


was 


evesight without 
for driving 
threaded a 
tried 


missed case. 


row, and himself 


. . . BURGLARY AND THEFT 
Paper Wad. In Los Angeles, burglars 
broke into the offices of a motion pic- 
ture producing firm and stole $500 in 
stage money . . . It Figured. In Chi- 
cago, a hotel auditor quietly left 
when the C.P.A.’s arrived, later mailed 
in an itemized list of cash shortages. 
Petit Cash. In Hamilton, Ont., 18 
policemen and 8 bank guards moved 
$4,000,000 in cash and securities into 
new banks; thieves held up a finance 
company next escaped with 
$1,800. 


dor iT, 


os Oe 
Grudge Work. In Clinton, Ohio, a 
man told sheriff's deputies that he had 
set 27 fires, eleven of them in one day, 
because he disliked the town marshal 
and “wanted to see him work” 


Embarrassing. In Klamath Falls, Ore.., 
a housewife, treated for second- and 
third-degree burns, complained bitter- 
ly that while she was away from home 


at a party, “someone had played a 
dirty trick” by building a fire in a 
normally cold kitchen wood range on 
which she was accustomed to sitting. 


. . . UNCLASSIFIED 
Hey, Nurse! In Portland, Me., a man 
returned to the hospital that had just 
released him, reported that he could 
not get into his apartment because 
his key had fallen into the cast on his 
broken leg . . . Ivy Leaguers? In Mil- 
waukee, after they had been consulted 
by an insurance representative for a 
local department store, University of 
Wisconsin botanists issued a general 
hundred anony- 
floral 


store, the “au 


warning to several 
mous purchasers of 
that, unknown to the 


in each bouquet were 


bouquets 


tumn berries” 


sprigs of poison ivy. 
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